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There was no doubt 
in one mans mind about 


a2 


NEORGE WILSON was leaning on the 
G white picket fence in front of the 
Kendall house, apparently admiring the 
roses that grew in the garden. 


But Bob Drake, walking down the 
street toward home, noticed that now and 
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again George would look up at the house 
and cock his head to one side as if he 
were mentally measuring the size of the 
roof. Which, considering that George 
Wilson was one of the biggest real estate 
brokers in town, was probably of greater 
interest to him than the roses on the other 
side of the fence 

“Beautiful this year, aren’t they, 
George?” he said as he came near. George 
swung around, saw the grin on Bob’s face 
and smiled back. 

“They sure are! You know, I’ve always 
been a great lover of roses—especially 
when they grow on a nice lot, are conve- 
nient to stores and schools and are set in 
such a charming background.” He shook 
his head and gestured toward the neat 
white house. “I’ve just been standing here 
wondering if Sarah Kendall would be in- 
terested in selling it.” 

Bob Drake’s eyebrows lifted slightly. 

“I’ve got a man from out cof town,” 
George went on quickly, “who's very anx- 
jous to get ist such a place as this. In 
fact, he noticed it as we drove by this 
morning and asked if it was on the market. 
Told him I'd find out. But in a way, | 
hate to talk to Sarah about it right now, 
being it’s such a short time since Bill 
Kendall died, and all that...” His voice 
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trailed off and he looked at the other ran 
as if a new thought had suddenly flas'ied 
through his mind. “Say, Bob—you ve 
known the Kendall family a long tine, 
haven’t you? What do you think?” 

Bob Drake glanced at the house, tien 
studied a nearby rose-bush for a moment. 
He thought of Sarah Kendall and her 
three children. He recalled the time, a‘ter 
Bill Kendall died, when he stopped in to 
talk with Sarah about her husband’s life 
insurance and what it had been planned 
to do for her and the children. Bill was 
one of the most thoughtful men he’d come 
across in all his years as a New York Life 
agent, and had left things so that Sarah 
would never have to sell the house or move 
unless she wanted to. 

He remembered what Sarah Kendall 
had told him then—how deeply grateful 
she was that she could raise her family in 
the home, the neighborhood, the town 
they loved so well... 

Bob shook his head slightly as he turned 
and spoke to George Wilson. “I don’t see 
any harm in asking Sarah about it, 
George. But frankly I don’t think she'll 
want to sell it for a long, long time to 
come.” 

NEW YORK LIFE INSURANCE COMPANY 
51 Madison Avenue, New York 10, N. Y. 
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Naturally, names used in this story are fictistous. 
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He had to start from serateh 


It wasn't easy to sell life insurance back in 1875, when The Prudential was 
founded. People had to be convinced that life insurance was all we claimed. 
There were no tested sales techniques, no national advertising, no well-known 


Rock of Gibraltar. 





It still takes hard work; but today Prudential's brokerage service simplifies the 
job for Brokers and Surplus Writers. 


Our Service includes: 

® One-case agreement guaranteeing your commissions on even the 
smallest case, 

®@ Impartial advice and careful personal attention on all cases regardless 
of size, 

® Expert Field help in closing cases—no charge, no split commissions, 

® Magazine and radio advertising that reaches millions of people— 
coast-to-coast, 

@ |llustrations and proposals to simplify your Life sales. 


Just bring us the details on your prospect. We'll handle the technicalities— 
even help you sell him. See for yourself. Call at your nearest Prudential Agency 
today. 


THE PRUDENTIAL INSURANCE COMPANY OF AMERICA 
ine A mutual life insurance ie alia 
NEWARK, N. J. LOS ANGELES, CALIF. 
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For the Record 


NVA HAT 


State Commissioners’ 
Sub-Committee Studies 
Problem of War Risks 


HE war situation in Korea, 

without being alarming is still 
a cause for concern and necessi- 
tates a realistic approach to the 
future. Less than two months ago 
the problem of war risks in life 
insurance policy contracts stirred 
little or no attention but subse- 
quent events brought rapid action 
on the part of the state insurance 
commissioners and the companies 
represented by the Life Associa- 
tion of America and the American 
Life Convention. 


Chicago was the setting for the 
meeting of the special subcommit- 
tee of the Life Committee of the 
state commissioners. August Ist 
and 2nd were the dates. 


Harrington is Chairman 


Massachusetts Insurance Com- 
missioner Charles F. J. Harring- 
ton, who conducted the two day 
session attended by over 100 com- 
pany and state officials, followed 
suggestions of the sub-committee 
in requesting that the life insur- 
ance companies form a group that 
would give close study to the war 
risk problem. Early in September 
this group is to report results to 
the commissioners’ sub-committee. 
Organization of the companies’ 
committee will be the responsibil- 
ity of the Life Association’s Man- 
ager, Bruce E. Shepherd, and the 
American Life Convention’s Exec- 
utive Vice-President, Robert L. 
Hogg. 

Meanwhile the commissioners’ 
sub-committee has gone to work 
on its own in formulating a uni- 
form war risks clause that would 
apply to new life insurance pol- 
icies issued to members of the 
armed forces. According to Com- 
missioner Harrington the clause 
recommended by the sub-commit- 


tee would exclude or restrict bene- 
fits where the policyholder had 
died as the result of combat but 
not on the basis of military status 
alone. 


New Superintendent's Letter 


Unable to attend the meeting 
himself, Alfred J. Bohlinger, 
newly-appointed New York super- 
intendent of insurance, addressed 
a letter to the assembly that was 
given close attention. 

Stressing the prudence of pro- 
ceeding with deliberation and cau- 
tion, Superintendent Bohlinger ad- 
vised that “consideration of the 
subject of war clauses should not 
be the occasion for hysteria.” 

The Superintendent introduced 
a study prepared by the New York 
Insurance Department which indi- 
cated that the mortality rate of 
life insurance companies was 
much lower, exclusive of war 
losses, than the pre-war mortality 
rate. He concluded that if all war 
losses were paid, including pol- 
icies with war restrictions, that 
the mortality rate would level off 
to approximate the pre-war rate. 

Mr. Bohlinger’s recommenda- 
tion was that an accounting sys- 
tem be set up whereby war claims 
would be paid in full (despite the 
existence of war clauses) if the 
experience warranted it. 


Three Possibilities 


Company officials presented 
three courses of action regarding 
war risks. 

Occidental Life President 
Dwight L. Clarke voiced the pref- 
erence of his company for the 
aforementioned “results clause.” 

Clarence Klocksin, general coun- 
sel, Northwestern Mutual, indi- 
cated that his company had ob- 
tained satisfactory results from 
the “status clause” that exempts 
on the basis of military service 
outside the United States. 

New York Life Vice-President 





James T. Phillips testified that his 
company is attempting to avoid a 
war risk clause. He told the sub- 
committee that New York Life, in 
policies now issued to members of 
the Armed Forces, is limiting coy- 
erage, and doing away with dis- 
ability and double indemnity 
clauses. Charles G. Taylor, Metro- 
politan Life executive vice-presi- 
dent, stated that his company had 
no immediate plans to introduce a 
war clause into its policies. 


Atomic Coverage 


The possibility of a high cas- 
ualty rate among the civilian pop- 
ulation due to the threat of vari- 
ous brands of atom bombs was 
also discussed at the Chicago 
meeting. Prudential President 
Carrol M. Shanks, in his capacity 
as president of the Life Insurance 
Association of America, stated 
that the companies had started 
discussions on the pooling of re- 
sources to safeguard against the 
possibility of “catastrophic” risks. 

Superintendent Bohlinger also 
mentioned the effects of atomic 
warfare on life insurance. He 
pointed out that over $215,000,- 
000,000 of life insurance policies 
now in force have no protective 
exclusion and that on future pol- 
icy issues there might be two pos- 
sible remedies other than the use 
of war clauses: 1) a pooling oper- 
ation among the companies where- 
by possible excess mortality might 
be unified or reinsured; 2) obtain- 
ing government reinsurance for 
which the writing companies 
weuld pay premiums covering any 
excess mortality. 

At Chicago, Metropolitan’s 
Charles G. Taylor commented that 
he thought it best for the Federal 
Government not to reinsure for 
war catastrophies for an “eco- 
nomic” reason. 

The Chicago meeting of the com- 
missioners’ committee and life in- 
surance officials indicates that the 
interests of over 80 million policy- 
holders are being safeguarded by 
long-range planning against a pos- 
sibility that we all hope will never 
become an actuality. 


os Joe MeCarthy 


A TM 
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HOUSING MORTGAGES OF 
U. S. LIFE COMPANIES UP 
$4.4 BILLION SINCE 1944 


Writ. 
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$8.2 BILLION 


$3.8 BILLION 


INSTITUTE OF LIFE INSURANCE 











Something Ol 


HE debt that life insurance owes to state super- 

vising officials and to such publications as The 
Spectator, can be never truly measured. The 
present integrity and popular acceptance of in- 
surance stems from their sturdy, unremitting 
fight against unsound carriers. In the eighties, 
for example, Superintendent McCall of New York 
refused licenses to two assessment societies. The 
Spectator said: 

“The supreme audacity of such corporations is 
well illustrated by these special instances, and ‘the 
snub direct’ given them by the Superintendent is 
not only well deserved, but will probably teach 
managers of other rotten concerns that they are 
not likely to obtain official permission to pillage 
the citizens of this state. One of the companies al- 
luded to is, by its own showing, a bankrupt, hav- 
ing had to borrow money to meet its expenses and 
not being able to pay its liabilities; the other is a 
graveyard concern of the most pronounced type, 
nearly all its members being over sixty-five years 
of age, and many of them over eighty-five. Mr. 
McCall’s suggestion that the Association should 
‘buy a cemetery, as a prerequisite to doing busi- 
ness,’ very tersely indicates its character.” 
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“ay insurance dollars invested in housing 
financing at the beginning of 1950 
totaled $8,232,000,000. Comparing this 
figure with the $3,819,000,000 invested 
five years ago, we see that life insurance 
companies have added $4,413,000,000 to 
their housing financing program over that 
period. This portrays the significant role 
that life insurance dollars have played in 
post-war housing expansion. 

A breakdown of the housing mortgages 
held by the companies at the beginning of 
the year shows that $5,970,000,000 was for 
| to 4 family units. The remaining $2,262,- 
000,000 represented mortgages on multi- 
family housing. 

In their investment portfolios the com- 
panies had $1,131,000,000 of farm mort- 
gages and $3,326,000,000 of mortgages 
on industrial and commercial properties, 
making a grand total of $12,689,000,000 
in mortgages held. 


Something = 


HE Life Insurance Fact Book for 1950 has been 

issued by the Institute of Life Insurance. Those 
interested in the overall results of one of the most 
potent forces in our American civilization will find 
this publication priceless. 

No phase of the record of life insurance in its 
pertinence to the economy, the finance and the 
social progress of the nation has been omitted. 
The predilection of the American for financial in- 
dependence is truly demonstrated. Here is evi- 
dence of the will of a people to be free economical- 
ly from either public or private domination, 
though sacrifice be required to attain it. A social 
order cannot crumble when more than 80 million 
of its numbers look into the future and are pre- 
pared to pay now to guarantee for the family in 
the uncertain years to come, some measure of the 
stability now enjoyed. 

The citizens of any nation protect their future 
only when they have confidence that present ¢on- 
cepts will long endure. The Life Insurance Fact 
Book is a source book for those who would be re- 
assured of the integrity of America in the past, 
now and in the days of the children of today’s 
children. . 





Life Insurance 
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In Action 


BTAYU. Callen 


Editor THE SPECTATOR 


AITH and its renewal is strengthened by knowledge that untold num- 

bers are convinced of similar ideals and principles. So for those who 
have embraced life insurance as a means to aid others to a more serene 
financial future, a recounting of the accomplishments of the institution and 
its individual units can not be amiss. Rather, emboldened by statistics that 
prove uninterrupted development and constant expansion of services, every 
life insurance man can do a better job. 

When 1949 closed, almost 200 million policies were owned in America. 
The total coverage was $220 billions. Thirty-six companies had provided 
protection each of over one billion dollars. 

As the year ended there were 609 companies classified by their home 
states as writing legal reserve life insurance. There were also some 30 
Canadian companies. One hundred and sixty-two had more than $100 mil- 
lion of life insurance outstanding. 

Life insurance is an institution of diversification and competition. 
Every state has at least one legal reserve life insurance company. There are 
as well, fraternal orders and assessment societies and savings banks selling 
protection, whose combined insurance equals perhaps $10 billion. Of 342 
leading American and Canadian old line companies, 112 write ordinary 
only; 125 ordinary and group; 44 ordinary and industrial; 6 group and 
industrial; 53 all three types and one each write industrial or group only. 

Assets of American life insurance companies are more than $60 billion. 
Every government service—federal, state and local, dominion and province 
—is financed more or less by the accumulated savings of owners of life in- 
surance. Every industry has financial aid actually or potentially from the 
life insurance institution. Agriculture, home ownership, commerce and, 
indeed, every human activity on the North American continent, that would 
aid liberty loving people to further enjoy independence, is bulwarked by 
life insurance investing. 

Pride in great achievement should be among the canvassing aids of 





every life insurance man. 


Something Bevend 


HE world continues in a chaotic state of mind. 

Confusion and misunderstanding have resulted 
from conflicting ideologies. The situation seems 
disheartening from a universal point of view. 

But on an individual basis there are many rays 
of sunshine permeating leaden skies. And most of 
this sunshine is drenching the Western Hemis- 
phere. 

We Americans are firm and stern in the de- 
fense of our way of life. We know that our way is 
the best way. We love the spirit of independence, 
the ability to take care of ourselves. 

Fundamental to this unfaltering American Way 
of Life is the regard we maintain for the human 
institutions upon which our nation is built. One of 
the most important of these is life insurance. 

Over 80,000,000 Americans now own a quarter 
of a trillion dollars of life insurance. Herein lies 
security for the loved ones, independence against 
old age and peace of mind which makes our daily 
routine simpler. 

Such basic institutions make America great. 
The idea and philosophy of life insurance can 
hever be eradicated by any diabolical scheme of 
existence. 


Matthew Woll, President, 
Union Labor Life, N. Y. 


Something Yo 


HEN war nears, those who count material 

comforts for themselves alone as the para- 
mount purpose of life prepare to profiteer and 
hoard. When they die, far from some battlefield, 
lawyers and tax experts will make a costly en- 
deavor to save for dependents some portion of an 
involved estate. 

Fortunately for America—and the current rec- 
ords of life insurance disclose the facts—the great 
majority and backbone of the nation from every 
social level record their concern for the future as 
primarily an interest in the comfort of others. 
They prepare, by a life insurance policy, to pro- 
tect the financial future of those they love. Money 
provided through the medium of life insurance 
to finance the family occasions no complications 
and a minimum of legal involvements. 

The will of America to leave their loved ones a 
heritage of freedom from want is as pronounced 
in 1950 as it was in 1776. In the latter year that 
disposition was demonstrated in the fight against 
the tyranny of a foreign power and in the Twen- 
tieth Century love of liberty is recorded against 
economic dependence by the purchase of life in- 
surance which in the first half of 1950 equalled 
13.2 billion dollars. 
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The Manhattan Life Announces Its 


providing an income of 


100 A MONTH 
FOR 100 MONTHS 


if death occurs prior to Age 65 





Also issued as a half unit: $50 a month for 100 months 





NON-MEDICAL APPLICATION ACCIDENTAL DEATH BENEFIT, 
may be submitted by present policyholders up at small additional charge, provides double the 
to and including Age 60. monthly benefit otherwise provided, if death 


occurs from purely accidental means. 


SUB-STANDARD LIVES: 
Also issued on sub-standard lives, up to and be- 
yond 500% mortality. 


WAIVER OF PREMIUM DISABILITY BENEFIT 
is included in all standard Centennial Policies 
without specific extra charge. 


LIBERAL CONVERSION PRIVILEGE: DIVIDENDS: 
The Centennial Policy may be converted to any The Centennial Policy is participating. Accumu- 
other plan, except term insurance, at any time lated dividends may be applied to increase the 
before the policy anniversary on which the In- amount of the monthly payment ($100 or $50) 
sured’s nearest birthday is 62 years. for the stipulated period of 100 months. 


Our 2nd Century of Service to Policyholders 






Founded iS 
THE MANH& 
| INSURANGE, 
| of NEw York, 
Home Office: 120 West 57th Street, New York 19, N.Y. 


~ 
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S we were driving along the road everybody was 
gay and in a genial mood. We had just finished 
luncheon at an attractive restaurant, deep in the 
woods, with the fragrance of flowers all around the 
place. The waterfall added a rippling sound that was 
nature’s way of producing music. Thus we started 
off in a most happy mood. Good friends, good food, a 
fine car plus fair weather made it an occasion to be 
remembered. Two hours later we stopped to get direc- 
tions. It was necessary to leave the main highway 
and go up a country road to the mountain top which 
was our final destination. We had arranged te spend 
a weekend there before returning to the city. In 
response to our inquiry we were told that we would 
have considerable trouble ahead because the road was 
under repair. Our informer emphasized the bad break 
in the road ahead which might compel us to make a 
long detour up a narrow-winding country road. He 
finished by saying, “When you get there you'll see 
red lights ahead.” And so as dusk was approaching 
we went ahead on a sharp look-out for red lights. 
Our sprits changed immediately. The ominous warn- 
ing had its noticeable effect. Suddenly we became 
tense and anxious. Our light-heartedness of a few 
moments ago ceased immediately. It seemed as though 
the air was a bit chillier than before. Each turn in 
the road ahead seemed sharper than the previous one. 
The thought of impending difficulty and possible dan- 
ger served to bind our thoughts more closely. A word 
or phrase involving fear drons into the mind like a 
stone in a pool. The waves radiate out in ever-increas- 
ing circles. Thus the overemphasized warning pro- 
duced many moments of great uneasiness. We did not 
know what lay ahead of us and thus fear rises out of 
darkness. The words “Red Lights” had been used as 
missiles that struck us with creat force. Fear is a 
psychological impediment. We cannot reason with 
things that scare us. We cannot intellectualize our 
emotions. They are like wild horses that break away 
from control. The tension among us continued until 
we finally arrived late at night at the place we had 
Pictured in our anxious minds. And. behold! The road 
had been repaired. The break had been greatly 
exaggerated. The single red light we encountered 
indicated that the road was not as good as it had 
been previously but in proportion to our anxiety and 





expectation, it was excellent. Only then did we realize 
how many pleasant moments had been lost that could 
never be recovered. Realizing our fears had been 
unfounded, we immediately relaxed and became the 
happy and jovial fellow travelers who started out in 
such high spirits. What a transformation had taken 
place in so short a period of time. Like a pendulum, 
our spirits were high, then low and now high again. 
Our fears were traitors and made us lose many happy 
moments. 

And so it is with life itself. Our moments of happi- 
ness are frequently stopped by fearful anticipations 
and anxieties. We experience many moments of sur- 
render to all sorts of scares and bugaboos in this fear- 
infested world in which we live. It is like the game 
of mystery we used to play when we were children 
in which all the youngsters present had the daylights 
scared out of them. All this came under the category 
of amusements. How much better off we would be to 
control our forewarnings and anticipations. Not that 
we should build up an immunity to factual evidences 
of danger, but we could have much more total happi- 
ness if we did not burn ourselves out anticipating 
greater hazards than we finally meet. Frequently the 
let down from expectation to reality is tremendous. 
In retrospect we realize that “today is the tomorrow 
we worried about yesterday and all is-well.” 

All through life we encounter these signals in the 
form of bugaboos, scares and assorted fears. Red 
lights are constantly appearing and reducing the sum 
total of all the joys we could experience. Most assured- 
ly this is not a philosophy of negation or a recom- 
mendation to disregard great dangers, but it offers the 
suggestion that we stop paralyzing our present joys 
by introducing red lights in anticipation of future 
hazards. Our anxieties should be protected by reason- 
able control. For after all, caution is fear guided by 
reason. Red lights must be interpreted with respect 
to their immediate urgency, not in regard to their 
ultimate need. In terms of anxiety, we can “cross the 
bridge when we come to it.” And by so doing, we 
enrich our lives with many pleasant moments that 
otherwise would be lost forever. Thus will we be more 
nearly approaching in a practical manner the pro- 
nouncement of Santayana when he said, “There is no 
cure for life or death, save to enjoy the interval.” 
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HAT goes with the state dis- 
ability laws? Is the movement 
forward or at a standstill? Is it a 
coincidence or purposeful planning 
that in Illinois, Montana, New 
Hampshire and Ohio, disability 
bills are still pending or hearings 
continue? Or that Massachusetts 
has so far taken no action? Did 
these postponements just happen 
or is there a sort of hankering to 
see how the New York Disability 
Benefits Law is going to work out? 
Perhaps New York people have 
an exaggerated idea of the bril- 
liance their DBL is about to shed 
on that field of insurance opera- 
tion. Yet it is a fact that through 
the operation of this statute con- 
flicting theories of private vs. gov- 
ernment-sponsored programs may 
find a common ground from which 
a new approach more effective than 
either, will emerge. 

However, in case there are those 
who are under the impression that 
the New York statute is the law to 
end all disability-law gripes, it may 
be the better part of wisdom tu 
take a look at the differing idea- 
patterns from which DBL was 
molded and to weigh the ingre- 
dients of the resulting structure 
against the ideal. 


Pooling vs. Segregation 


The groups whose representa- 
tives forged DBL—the many seg- 
ments of the insurance industry, 
labor, business ownership and man- 
agement—originally agreed prob- 
ably on but one statement: There 
was a need to find a way of guar- 
anteeing a minimum income to all 
workers disabled due to non-occu- 
pational accident or illness. Few 
disputed the need. The bone of 
contention was the method. 


Compromise 


DBL is a compromise between 
those who advocate the complete 
pooling of risks (exclusive state 
fund) and the equally convinced 
adherents of the segregation of 
risks theory (exclusive private cov- 
erage), although even the purity 
of this theory has admitted of some 
qualification (assigned risk plans, 
retrospective and experience rat- 
ing). 

The arguments of those who 
want complete pooling—aside from 
any economic-political theories— 
may be summed up as follows: 

1. It is inequitable to load pre- 
miums because of a preponderance 
of females, older workers, or the 
higher claim rate of firms with less 
regular employment or lower than 
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average wage scale. These result 
from social conditions for which 
surely the employee should not pay. 
An age loading, furthermore, could 
result in creating an over-age-50 
job problem, while a loading for 
poor experience might result in dis- 
crimination against the physically 
handicapped despite all evidence on 
record as to their employability. 
The effect of this would be to leave 
the smaller employer, with no medi- 
cal staff facilities, with physically 
poorer employees and the highest 
rates. 

2. An exclusive state fund would 
not discourage supplementary bene- 
fits as claimed. Furthermore it 
could concentrate on maximum cov- 
erage since acquisition expense is 
at a minimum. The charge that a 
state fund would be wasteful is un- 
founded. A state fund need not re- 
strict benefits to a minimum but 
could be drafted to offer as flexible 
coverage as private plans. 

3. Carriers are interested in re- 
ducing costs and, therefore, tend to 
discourage claims. 

4. Provision for the disabled un- 
employed can be handled with less 
complexity. 


But, on the'Other Hand... 


Those who advocate variability 
of charges and private insurance 
facilities hold that: 

1. No risk can be compelled to 


pay for poor risks; even a state 
law could only extend existing vol- 


untary practices. Besides, loading 
for age, sex, etc., is not inequitable 
because in the long run actual ex- 
perience would determine the cost. 
It is true that some of these factors 
in the rate are social in origin; 
therefore why not charge the em- 
ployer with the responsibility and 
give him incentive to remove the 
causes? 

2. Discrimination in hiring is 
theoretical, not actual, as evidenced 
by group insurance practice. 

3. Many employers prefer private 
coverage for the effect on employee 
attitude toward management. Un- 
ions also may prefer it because of 
the greater participation of mem- 
bers in administration. 

3. An exclusive state fund would 
tend to level benefits and discour- 
age addition of related services be- 
cause of the higher costs involved 
in administering such _ services 
apart from weekly benefits. 

4. Private plans are more flexi- 
ble, permit of greater employee- 
management participation on 4 
more personal basis, and stimulate 
the exercise of democratic local 
self-government. 

5. There is a tendency under a 
monopolistic state fund for the 
benefits to seem small compared 
with the fund’s resources, thus en- 
couraging the pressing of dubious 
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claims; also a tendency to'press for 
greater and greater benefits. 

6. The disabled unemployed re- 
quire different treatment and 
should be handled separately. 

7. A state fund is subject to in- 
efficient if not corrupt administra- 
tion, becoming more so when mo- 
nopolistic. 

These are the more important 
claims of each group—without. the 
elaboration they deserve and with- 
out the leveling influence of those 
seeking a mid-course. The fact is 
that long before April 13, 1949, 
when DBL became law the con- 
ferees had decided there were a 
number of “ifs” admissible in some 
of their contentions, and they 
agreed upon a third alternative, 
“contracting out,” i.e.: permitting 
employers to insure privately or to 
self-insure as an alternative to 
using a state fund which is also 
made available on a competitive 
basis. This is the method adopted 
in New Jersey and California, but, 
itis hoped, with safeguards against 
demonstrated dangers in those 
statutes and in that of the Rhode 
Island monopolistic state fund. 

The important point about this 
middle-road decision is that once 
dogmatism has been set aside for 
objective thinking with due regard 
for che other fellow’s opinion, the 
alleged and often real dangers of 
both extremes can be avoided or 
minimized. True, the result is prob- 


ably not a geometrically neat phi- 
losophic pattern, but it does give 
the monkeys in the zoo less cause to 
be dissatisfied with us humans. 
And it is not unworkable. Let’s see 
how it works and what are still 
points of friction or doubt. 


In Practice 


Loadings: Since a preponderance 
of female risks creates a known in- 
creased morbidity of 50 per cent, 
practically all companies under the 
three competitive statutes include 
loadings for this factor. All other 
factors, however, have been aver- 
aged in the rate, disposing effec- 
tively of that argument. The ulti- 
mate rate in New Jersey is a factor 
of merit rating, whereas in New 
York retrospective rating will be 
used. The New Jersey merit rat- 
ing is regarded by some as inferior 
to New York’s retrospective meth- 
od because of the rather compli- 
cated procedure to qualify. Con- 
clusive judgment, it is held, must 
be postponed. 

Supplementary Benefits: This 
has not been a real problem despite 
theoretical concern. Even in mo- 
nopolistic Rhode Island reliable 
authorities agree that private plans 
—both disability and hospital pro- 
grams—continue to flourish. In 
New Jersey private carriers have 
60 per cent of the business, while 
in California — where a private 
plan must be “more favorable in at 


least one respect”—40 per cent of 
the plans are private. New York 
has spared no pains to give private 
carriers a free hand in devis- 
ing appealing contracts, provided 
they are “at least as favorable.” 
Whether that state has in fact gone 
too far in flexibility is quite deba- 
table, for the regulation permitting 
hospital cover to the extent of 40 
per cent of the total benefits may 
have the effect of detracting from 
the law’s original purpose, i.e., 
guaranteeing minimum income. It 
is said that the object of this regu- 
lation was to encourage medical 
care plans many of which had al- 
ready been in force for years. 

Claim Payment: Whatever un- 
favorable evidence may be adduced 
against the companies on this score 
from past records—and certainly 
the record is not without grounds 
for criticism — I have been to 
enough adjusters’ meetings and 
heard enough executives’ talks to 
know that present-day instructions 
are to find every way of paying 
legitimate claims promptly. In the 
case of DBL New York companies 
have geared themselves for 24-hour 
service. 


Fund for Disabled 


Disabled Unemployed: It is true 
that the fund for disabled unem- 
ployed in the “contracting-out” 
states is not as neat a package as 
that in Rhode Island. A peculiarity, 
for example, of the New Jersey law 
is that, being tied in with the un- 
employment statute (which pays on 
the basis of a full week’s wages 
while the disability law pays for 
partial weeks), where an unem- 
ployed claimant becomes disabled 
in mid-week the disability fund 
carries part of the burden of the 
unemployment fund. The New York 
law avoids this friction, although 
it is conceivable that some hitches 
may develop in determining when 
a private plan stops and the state 
unemployed fund takes over. The 
problem, however, seems relatively 
minor. 

Administration: Administrative- 
ly, all of the “contracting-out” 
plans are superior to the Rhode 
Island law where supervision is 
highly centralized. (But this is 
held not to be too serious in a small 
state.) 

California has set up three re- 
gional offices and 16 district offies 
to handle claims. The state Con- 
ducted an_ effective educational 
campaign among examining physi- 
cians, as well as training courses, 
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both of which facilitated operation 
when the plan went into effect. 

New Jersey’s TDB is said to be 
hampered by a separation of medi- 
cal administration, the Department 
of Health being the operating unit 
while costs are borne by the Divi- 
sion of Employment Security. 

In New York the Workmen’s 
Compensation Board is the ad- 
ministrative center, except that 
work is cut because only disputed 
claims ever reach the Board. Claim 
processing is in a direct employee- 
employer-carrier line, permitting 
maximum decentralization. 

Adverse Selection: One of the 
most contentious problems is that 
of adverse selection, always a con- 
cern where the state fund is com- 
petitive. In California there is 
evidence that the fund retains a 
somewhat greater proportion of 
female risks despite the salutary 
rule requiring private plans to in- 
clude at least 20 per cent females. 
There are also more older persons, 
partly due to the fact that many 
voluntary plans continue wages to 
older employees during disability 
and thus keep them from becoming 
claimants. Furthermore, since the 
California plan is entirely em- 
ployee-financed the rate of growth 
of private plans is slowed up, and 
careful authorities are not ready to 
state that adverse selection is a 
fact. 

The New Jersey method of com- 
batting adverse selection is to 
assess all state plan employers %4 
of 1 per cent. One critic suggests 
that should the fund become un- 
duly low this might result in fur- 





ther adverse selection. The plan is 
still to undergo real testing con- 
ditions. 

Under New York’s DBL the 
state fund is subject to the same 
regulations as private plans and, 
like them, can raise its rates if 
necessary. The burden is upon the 
fund as upon private carriers to 
operate efficiently. 


New York Tools Up 


The overall picture, then, of 
state systems of disability insur- 
ance under the “contracting-out” 
theory is one of substantially suc- 
cessful operation to date. Groups 
differing in theoretical positions 
have sincerely and effectively made 
a composite program work. Pri- 
vate carriers have been able to op- 
erate profitably while serving a 
social need. No serious complaint 
on claim policy has been heard. 

Naturally, not all these state- 
ments apply to the untried New 
York statute, except as a hope; yet, 
a soundly based hope. For ex- 
ample consider New York com- 
panies’ attitudes as indicated by 
their efforts during the tooling-up 
period. Premium rates as _ filed 
show variations of only cents in 
most cases. One company, the At- 
lantic Group, pointing toward loss 
prevention incentives, grants a 5 
per cent discount where physical 
examinations are made prior to 
employment and a 10 per cent dis- 
count where a full-time medical 
staff is maintained. 

The Continental Casualty has 
devised an application form in 
duplicate, one copy of which is the 





Graduates of the New York Insurance Society's first class in Disability 
Benefits insurance listen to Mary Donlon, chairman of the Workmen’s 
Compensation Board, administrative agency of the New York Law. Looking 
on is Richard V. Goodwin, Fireman’s Fund, president of the Society, and 
Alfred J. Bohlinger, deputy superintendent of the New York department. 
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reverse side of the policy contract. 
The soliciting producer fills in the 
few pertinent facts, signs the 
policy under the facsimile signa- 
ture of the company officer aad 
that of the prospect, tears off the 
policy and delivers it on the spot. 
The duplicate application is for the 
company’s records. Even in billing, 
red-tape is avoided: the company 
makes up the bill at the end of 
each quarter on a form tied in with 
the insured’s unemployment pay- 
roll reporting form, and mails this 
to the insured. Service offices are 
located throughout the state. 

To cite one more example, the 
Zurich General Accident and Li- 
ability—geared, like the Conti- 
nental Casualty, for 24-hour claim 
service—issues the policy from its 
various field offices without the 
signature of the prospect on the 
application. The prospect, now the 
insured, bills himself each quar- 
ter on a form sent him by the com- 
pany—by merely multiplying the 
rate on his DBL policy by the 
“Wages Subject to Contribution” 
figure of his unemployment payroll 
report, and encloses his check with 
the bill. Processing of policies will 
shortly be on a 24-hour basis. 


UT the other half of the pic- 
ture—real and potential de- 
fects—deserves at least as much 
attention. Is it equitable, for ex- 
ample, for employees to bear the 
entire cost (except for the disabled 
unemployed fund) as in California? 
The possibility must still be con- 
fronted of some adverse selection 
in both the New Jersey and the 
California funds. Pregnancy bene- 
fits—eliminated from New York’s 
DBL despite actuarial opinion that 
this coverage was not the cause of 
the Rhode Island fund’s original 
deficit—might be reconsidered, to- 
gether with New York’s 13-week 
limit as compared with 26 weeks 
of the other jurisdictions (the dif- 
ference in cost is estimated at 
about 20 per cent, or, if employers 
share equally, a maximum of 3 
cents more per employee). 
Certain broad social questions, 
too, have not yet been conclusively 
answered: How is merit rating to 
be handled when employees share 
the cost of disability plans? How 
much security is good for a man? 
That is, how near to his actual 
wage should benefits be permitted? 
It would seem that, provided ad- 
ministrative procedures are simple 
and interpretations of “at least as 
favorable” are equitable, the “con- 
tracting-out’’ system permits 
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enough flexibility to encompass the 
needs of the higher-income groups 
while not overinsuring the others. 
None of these problems would 
seem to be insoluble to a business 
whose executive and actuarial skills 
have come up with such useful 
ideas as inter-state compensation 
and liability rating, Plan D, family 
income life policies, the recent 
dwelling all-risks endorsement, and 
not least of all, the socially sig- 
nificant “contracting-out” mech- 
anism of disability insurance. 


UT there is one question re- 

maining which will have to be 
faced: Is the state activation of 
disability insurance an adequate 
method? Rephrased: “Does it do 
the job as well as a federal sys- 
tem?” And, if the answer is 
“Yes,” will enough states be per- 
suaded soon enough to adopt such 
plans? 


State vs. Federal Insurance 


The answer would seem to de- 
pend upon two factors: 

1. The degree to which individual 
state plans are made reciprocal. 
At present an employee who has 
been contributing to State A’s plan 
and who seeks new job opportuni- 
ties across the line in State B 
(whether through circumstances 
beyond his control or voluntarily) 
not only loses his investment in se- 
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curity made in State A but is 
obliged to wait out an additional 
eligibility period (in New York 8 
weeks; in New Jersey, whatever 
time is needed to earn 30 times his 
weekly benefit rate during his base 
year, which is several months). 
This is an anomolous situation in 
a country where at least 10 per 
cent of unemployed workers move 


/ 
\\\il | Ij a 
\N 

° > 
Fe 6 > AE 
from one county to another in a 
year’s time, and in an industry 
said to be inter-state in character. 
2. The effort made to press for 
“contracting-out” legislation in 
those states where no plan now 
exists. THE SPECTATOR has pointed 
out previously that the 1949 and 
1950 goal, mentioned by one insur- 
ance executive, of 20 million new 
insureds in the private medical in- 
surance field, is no guarantee 
against federal intervention. It 
is estimated, for instance, that in 
the ten most highly industralized 
states only about 43 per cent of 
employers and 51 per cent of em- 
ployees are covered by some form 
of disability insurance. This ex- 
cludes then, only a bit less than 
half of the industrially employed in 
the predominantly non-industrial 
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“Clarence, if your company writes Educational Endowment, get on your 
bicycle.” 


states. Distribution, in other 
words, is vital. It is submitted that 
a great responsibility rests upon 
American industry, labor, civic 
groups, and in particular, the in- 
surance industry, because of its 
know-how in this field... a re- 
sponsibility for leadership in the 
job of preserving freedom by 
maintaining our economic vigor at 
its full strength. 


Sometime ago in a public ad- 
dress regarding the opportunity 
presented by New York’s DBL, 
Superintendent of Insurance Rob- 
ert E. Dineen of that state, asked, 
“What is the business going to do 
with this opportunity?” His answer 
in part, was: 


Sell—Pay—Cut Costs 


“Are our companies going to 
pitch in, write this business and 
demonstrate by superior perform- 
ance that those states which have 
excluded or hobbled private in- 
surers in this field have made a 
legislative error? Are any consid- 
erable number of companies going 
to sit back, dismiss the new laws as 
adventures in socialism and let the 
state monopolies do it? .. . If pri- 
vate enterprise in the insurance in- 
dustry does not write this busi- 
ness and handle it on an economi- 
cal and efficient basis . . . the drift 

. will be toward a government 
agency, and when enough business 
gravitates toward state funds, the 
legislative trend will be toward the 
creation of a governmental mo- 
nopoly ... And it is only a matter 
of degree, then, between a state- 
operated monopoly and a federal- 
operated monopoly ... 

The responsibilities of the busi- 
ness are clear . (1) A sub- 
stantial number of companies 
should undertake to write this 
form of coverage in New York and 
in whatever states similar laws are 
enacted. (2) Companies writing 
this business should inaugurate 4 
reasonable claim policy in which 
technicalities are discouraged and 
prompt payment of just claims in 
full is encouraged. (3) The busi- 
ness should be conducted eco- 
nomically as to every portion of the 
expense dollar. The past record of 


the business inspires confidence 
that these obligations will be 
mt... 


To this add only that our efforts 
might well be directed also toward 
initiating conferences looking 
toward such a law in the states at 
present without a disability insur- 
ance program. 
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The Clouds of Uncertainty 
Are Rolling In 


By ERVIN L. HALL 


Partner, Davis and Hall Investment Management 


OU may want to forget about 

Korea, but unfortunately it is 
likely to be with you, directly or 
indirectly, for a long time. The ef- 
fect on investment portfolios will 
be definite and it behooves all of 
us, whether investors in our own 
right or managers of investment 
funds, to observe carefully the 
swirling current of events that will 
develop from the Korean action. 

Korea in itself is not worth much, 
but it is a sign, like a move in a 
game of chess, of things to come. 
That sign should not be forgotten 
even though Korea itself becomes 
much more tranquil or ceases to 
make newspaper headlines. The 
reason is simple. For the past 25 
years great social changes have 
been taking place throughout the 
world, including the U.S.A., changes 
which reach to the bedrock of the 
accepted way of life of many na- 
tions. Some of these changes have 
been evolutionary but others, like 
Korea, are manifestations of the 
more active type of change. The 
Korean action also differs in that 
it has aroused resistance. The re- 
sult of that resistance is not a good 
omen for continuation of a peace- 
time economy with the pleasant 
prospects of good business, excel- 
lent net profits and gratifying divi- 
dends. What to do about this shift 
in the outlook and its effect on in- 
vestment values cannot be answered 
in generalities as every portfolio 
has its particular problem. 


Twofold Threat 


Basically there are two threats 
to investment values. One comes 
from the international scene with 
the possibility of wartime controls, 
restrictions and increased taxes. 
We may assume without much hesi- 
tar.cy that all of them will be much 
more strict and more engulfing than 
in the previous war. The second is 


inflation on the domestic front with 
its undermining of the purchasing 
power of the dollar. 

These two threats alone are 
enough to upset any orthodox plan 
based on old line economics. You 
cannot assume that retiring to the 
storm cellar of low yield bonds will 
protect your principal. Total war 
or the stepped-up printing of infla- 
tionary money will surely wear 
away your principal value even 
though you still carry it on your 
books at only a slight discount. For 
example—suppose on June 24 (in- 
vasion day) you had a portfolio 
heavily weighted with government 
bonds and other fixed income obli- 
gations. The erosion in value has 
not been too great so far and you 
may feel comforted by the hope 
that the government will hold the 
bond market within reason on the 
Keyserling theory that money must 
remain cheap. Helping to hold the 
line will be others who also think 
there is safety in paper stability of 
principal. But the income from 
your investments will be distress- 
ingly low and taxes are sure to 
move higher. To maintain principal 
may look all right on paper but the 
influx of more and more paper dol- 
lars into the economy, whether for 
war or defense, is going to make 
those paper figures look rather 
pathetic when translated into pur- 
chasing power. The income is not 
going to keep pace with events and 
the principal, if used to supplement 
income, is going to buy less and 
less. 


Invested Portfolio 


The same applies if you own 
stock in a fire or casualty company 
whose portfolio is heavily invested 
in fixed income securities. Your 
dividends are not going to keep 
you abreast of the cost of living as 
they are likely to remain small. Div- 
idends are paid from investment in- 





come, not from underwriting. The 
growth factor usually associated 
with such stocks will be stunted. 
Moral—do not lean too heavily on 
conservation of principal in an ac- 
tively inflationary era. 

On the other side of the picture, 
a fire or casualty company with a 
diversified portfolio on June 24 
containing a good percentage of 
common stocks would have shown 
some startling fluctuations in the 
value of its securities. The job here 
cannot be one of complacency nor 
panic but of cool calculations of the 
outlook for profits and dividends. 
Industries will fare differently un- 
der different degrees of taxation, 
restrictions and allocations. Even 
under a stringent war economy 
some companies will make money 
for stockholders while others will do 
a volume business but turn in a 
poor, net after tax, performance. To 
help meet these conditions there are 
some guides to go by from the last 
war but we must depend mostly on 
sound reasoning and our imagina- 
tion. No one can be too dogmatic 
at the moment and mistakes will be 
made but the aggressive attitude in 
adjusting to conditions and think- 
ing constructively will pay off. 


No Safe Thinking 


With inflation and a war or semi- 
war economy an actuality no inves- 
tor, either large or small, can af- 
ford to sit quietly by and think he 
is safe in any investment vehicle. 
The world is in a state of flux, 
values are not measured in terms 
of the past and neither is security. 
A strong company is only strong if 
it adjusts itself to changing condi- 
tions. An investment policy stick- 
ing to old time methods and ratios 
can in many cases be disastrous for 
stockholders. You can no longer as- 
sume that a dollar is a dollar as the 
long term trend in world history 
shows that money once badly depre- 
ciated does not recover. 

The future is not cheerful but it 
need not be one of despair. Those 
who can think straight and are 
willing to adjust their thinking to 
the changes in the swiftly moving 
political economic and social cur- 
rents will be the ones to find the 
answer to the two paramount in- 
vestment problems—supplying an 
income geared to purchasing power 
and maintaining a realistic princi- 
pal value. 

The imprint of Korea will be with 
us for a long time. 
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By Francis J. Malley 


Associate Editor 


SNEFITS that result from war 
B are few and far between. How- 
ever, even the most ardent advo- 
cates of peace would be forced to 
admit that a state of war produces 
some tremendous scientific ad- 
vances. 

Two world wars, for example, 
have advanced aeronautics far 
beyond the stage it would have 
reached without war-time stimu- 
lus. The future uses of atomic 
energy would have been years 
further away if the recent war 
had not produced atomic weapons. 

World War II was also respon- 
sible for great forward strides in 
the field of electronics: radio, 
radar, guided missiles, etc. Far 
from the least of the advances in 
this field was the development of 
high speed electronic calculating 
equipment. 

During the war all of our armed 
forces had tremendous numbers of 
complex mathematical problems 
that had to be solved to provide 
efficient designs and operating 
methods for new weapons, vehicles 
and equipment of every kind. 

Problems in ballistics and aero- 
dynamics were so complex that, in 
many cases, the war would have 
been over before they could be. 
solved, if the then existing meth- 
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Dr. John Mauchly (left) and Prof. J. Eckert (right) inventors 
of “Univac”, inspect the assembly of the ““mercury memory” 
with Lt. Gen. Leslie Groves, vice-president and director of 


Remington Rand’s Laboratory for Advanced Research. 


ods and computing equipment had 
to be relied on. 

Among the people who concen- 
trated on developing high speed 
computing equipment during the 
war were Professor J. Presper 
Eckert, Jr., and Dr. John W. 
Mauchly of the Moore School of 
Engineering of the University of 
Pennsylvania. (See cut.) Eckert 
and Mauchly, under all-out war- 
time effort, produced their first 
electronic computer, the “Eniac.” 
That was in 1945. 

Their Eniac is still doing yeo- 
man service in complicated bal- 
listic and interceptor problems at 
the Aberdeen Proving Ground in 
Maryland. 

Leaving the University of Penn- 
sylvania, these two men continued 
to work in the field of high speed 
electronic computing machines 
as the Eckert-Mauchly Computer 
Corporation. 

Last year this team produced a 
“Binac,” capable of performing 
some 500,000 additions and 200,- 
000 multiplications in two hours, 
several years’ work for human 
mathematicians. In the time since 
the Binac was built, they have 
succeeded in building up the speed 
of this machine to even more 
astronomical heights. 

But fantastic as the accomplish- 


ments of the Eniac and the Binac 
seemed, their applications were 
limited. They were designed pri- 
marily to do pure mathematical 
problems, and they could do them 
at fantastic speeds. 

Would it be possible to apply 
these fantastic electronic speeds 
to a machine that could be used in 
business? Would it be possible to 
design a machine that would speed 
up the handling of office records, 
that would help business to eat 
into the mountain of paperwork 
that seemed to engulf it? 

Eckert and Mauchly thought so. 

Their answer is the “Univac,” 
a machine now being built in their 
Philadelphia plant. It has been 
said of this machine that there is 
no business office operation to 
which it cannot be applied. 

The Eckert-Mauchly Computing 
Corporation, which recently be- 
came a subsidiary of Remirgton 
Rand, Inc., sees a revolution in 
office machinery and office meth- 
ods resulting from electronics. 

The importance of a develop- 
ment like this to the insurance 
industry with its tremendous vol- 
ume of paperwork becomes imme- 
diately apparent. 

Last month Remington Rand 
held a forum on the use of elec- 
tronics in the insurance industry 
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in cooperation with representa- 
tives of the Life Office Manage- 
ment Association, the Insurance 
Accounting & Statistical Associa- 
tion, the Insurance Accountants 
Association, and the Association 
of Casualty & Surety Accountants 
& Statisticians. 

The representatives of these 
groups, all prominent insurance 
executives, heard Univac’s princi- 
ples and operations explained, 
saw immediately the possibilities 
for its use in their field, and 
came away enthusiastic over the 
changes that will be forthcoming 
in this electronic age. 


How Does It Work? 


Actually, the Univac itself is 
the main part of a fully integrated 
system of related machines. There 
are machines to prepare the data 
for insertion into the Univac, ma- 
chines to pass the information 
into the Univac, a control] unit to 
follow or change operations in the 
Univac, and machines to give out 
the results of the Univac’s work. 

Let’s look at the component 
parts of the system: 

1. The Unityper—a device simi- 
lar to a typewriter which takes 
source material and converts it 
into a form that can be used in the 
Univac. As the operator strikes 
a key, electric pulses strike a pre- 
determined pattern of magnetic 
dots across a metallic tape. 

This step is very much similar 
in operation to a teletype machine, 
where the operator types data 
which is produced on a paper tape 
in the form of a system of holes 
which stand for the various fig- 
ures on a typewriter. 

The magnetic tape permits the 
use of alphabetical as well as 
numerical figures, a feature which 
adds greatly to the flexibility of 
this system. 


2. The Uniservo — reads the 
tapes and transmits the informa- 
tion into the Univac. It also re- 


ceives the results of the opera- 
tions of the Univac and inscribes 
them on magnetic tape. 

3. The Univac—the heart of 
the system—processes the data 
through three major components: 
a) the memory, for storage of in- 
structions and results; b) the 
mathematical unit, for performing 
computations; and c) the control 
unit, which instructs the machine 
what to do and when to do it. 





4. Supervisory Control Unit— 
permits two-way communication 
With the Univae and provides 
Manual control. Also makes _ it 


possible to alter programs at will 
to meet unusual conditions. 

5. The Uniprinter— reads the 
magnetic tapes containing proc- 
essed results and prints these 
results. 

Thus, to do a problem with the 
Univac, the instructions and data 
would be given to a typist who 
would put this information on a 
magnetic tape. The tape would be 
placed on a Uniservo which would 
feed it into the Univac. The Uni- 
vac solves the problem and sends 
the results to another Uniservo. 
From the Uniservo the tape is put 
into a Uniprinter which prints the 
results of the problem. 

In actual operation a number of 
Unitypers and Uniservos would 
probably be used to feed problems 
into the Univac, and another bat- 
tery of Uniservos and Uniprinters 
would be hooked up to take off the 
results. Just having one of each 
machine would never be enough to 
keep the Univac, with its light- 
ning-fast operations, busy for any 
length of time. 

Just how fast does this machine 
work? Here are a few samples: 
the machine will add or subtract 
1900 eleven-digit numbers per sec- 
ond; it will multiply 465 eleven- 
digit numbers per second or di- 
vide 255 eleven-digit numbers per 
second; and it will compare 2,396 
eleven-digit numbers per second. 


What It Can Do 


In addition to these mathemati- 
cal functions which we have men- 
tioned, Univac will be able to do 
square and cube roots, to repro- 
duce and duplicate data, collate 
and sort numerical or alphabetical 
information. It will be able to 
compare facts for “greater-than” 
or “less-than” or equality selec- 
tion in order to provide a basis 
for future action. 

Information to be used on 
punched cards must be punched 
in each individual card, even 
though it is common information. 
With the Univac, common infor- 
mation is typed only once, at the 
beginning of a group of items, 
identified as such by a special 
character, and the Univac wiil 
automatically insert the master 
data into each item in a later 
operation. 


Unusual Feature 


Most unusual feature of the 
Univac is its “mercury memory” 
which can store 12,000 digits. This 
“memory” is divided into 1000 
locations which receive blocks of 





information from the magnetic 
tape and hold the information in 
readiness for any mathematical or 
logical operation to be performed 
upon them. 

Probably the most outstanding 
thing about the Univac is the tre- 
mendous speed with which it 
works. Problems are solved al- 
most instantaneously—one major 
difficulty is getting material in and 
out of the machine fast enough— 
the machine carries out its work 
so rapidly that it practically has 
to stand around and wait for the 
Uniprinters, which will be far 
faster than electric typewriters, 
to take the_information which it 
supplies so readily. 

The spectacular work of the 
Univac will be accomplished in a 
very unspectacular fashion ac- 
cording to Eckert-Mauchly engi- 





neers. Everyone has come to ex- 
pect some noise or some visual 
indication from a machine which 
is in operation. The Univac has 
no moving parts to speak of and 
when it is carrying on its astro- 
nomical calculations it will make 
no more fuss about it than your 
radio does when it is warming up. 

There will be no buzzing or 
humming, no clacking or chatter- 
ing, no flashing lights. Probably 
the only visual indication that the 
machine is working will be seen in 
the moving rolls of magnetic tape 
on the Uniservos. 

Incidentally, one small roll of 
this magnetic tape will hold well 
over a million alphabetic and nu- 
merical digits, the equivalent of 
approximately 11,000 90-column 
punched cards. The space saving 
advantages of this tape become 
even more apparent if you con- 
sider that six small rolls would 
easily hold a twenty-drawer cabi- 
net of punched card information, 
approximately 75,000 cards. 

Another advantage of this tape: 
it can be used over and over again, 
automatically erasing old material 
as new data is put on the tape. 

This is not to say that punched 
card accounting will no longer be 
extensively used once the Univac 
and other systems come to the 
fore. Quite the contrary, it is be- 
lieved that punched cards will 


come to be used extensively for 
putting information into and gath- 
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Connecticut General writes substandard up 
to 500% mortality rating, and large 
amounts are issued even at the highest 
ratings. Extra premiums have recently been 
substantially lowered. 





Connecticut General has recently extended 
substandard limits to cover ages 61 to 65 — 
up to 250% rating and up to 25 thousand or 
50 thousand depending on rating. 


Substandard term insurance is issued 
by Connecticut General up to 200% 
rating, with maximum limits as high 
as for permanent plans. 


Without cost to you this kind of help is available through the Extra Man 
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ering solutions from the Univac. 
Punched cards will make it easier 
to use the lightning speed of this 
machine. 


Applications 


The business applications of 
this machine seem to be limitless, 
A very few examples should help 
to bear out this point. 

With the Univac it would be 
possible to put your whole payroll 
on an automatic basis. The Univac 
could be set up to take each work- 
er’s base salary, make deductions 
for social security, taxes, pensions, 
hospital and surgical insurance 
and even make out the checks for 
the workers. 

In the same fashion it wil! be 
able to handle personnel records, 
take care of your billing, your ac- 
counts receivable and your general] 
financial control. It will be able 
to produce actuarial studies, ex- 
perimental statistics, rate studies 
and business forecasts. 

For insurance, the machine will 
ve able to make any kind of study 
of class of risk or any line of busi- 
ness. Information of this sort, 
which now often takes months and 
months to compile, could be had 
frequently and quickly because of 
the terrific speed of this machine. 

Calculating the exact unearned 
premium reserve for fire and cas- 
ualty companies would be a simple 
matter for the Univac, while now 
it is a complicated process to get 
even an approximation. 

Some insurance men look ahead 
to the day when the Univac could 
be set up to handle policy writing, 
rating, premium notices and re- 
newals. 

As a matter of fact, no one has 
yet thought of all the possible ap- 
plications of this machine in the 
insurance industry. Insurance ex- 
ecutives acquainted with the Uni- 
vac can see immediate, compara- 
tively simple operations which the 
machine could accomplish easily. 
First applications will be made to 
those subjects to which the ma- 
chine’s great speed and flexibility 
are adapted; speculation on future 
uses is unlimited. 

One thing appears certain: office 
methods and procedures will un- 
dergo a major revolution as elec- 
tronics are applied to business. 

Just as science has leaped (or- 
ward through the use of existing 
electronic calculators, so, 100, 
business can look forward to great 
progress and a future of increas- 
ing productivity at lower costs 
through electronics. 
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HERE $ 
AN IDEA 


By Kenilworth H. Mathus 
“The Idea Man” 


(Installment No. 8) 





( AGENTS ) 


152. GOING UP. Remember? Time was when the 
chemical elements of the human body fetched 98¢. Now 
(Wall Street Journal) they’re worth about $31. But, 
says a contemporary, don’t try to cash in on a rising 
market! 

153. WHERE THE MONEY GOES. Your clients 
(beneficiaries), according to the National Industrial 
Conference Board, are now spending a larger percent- 
age of their income on food, and less on rent, clothing 
and other items, than was formerly the case. 

154. TELEPHONE “LINE.” An agent who uses 
pre-approach letters to arouse interest but not neces- 
sarily to produce actual replies, phones each prospect 
the day after the letter is received. He tries over the 
phone to arrange for an interview and has before him, 
as he telephones, a list of answers to principal objec- 
tions commonly encountered. Working with a good 
prospect list, he usually gets three interviews arranged 
out of every four calls. 

155. CLOSE OUT. Among 26 tested methods of 
closing a sale listed by an Eastern manufacturer, is the 
old tried-and-true direct-suggestion method. Then 
there are (2) that old standby, name-spelling, and (3) 
Suggested ownership, (4) man and wife, and (5) pros 
anc cons. 

156. THE EYES HAVE “IT.” In the Southwest, 
salesmen of a hair-tonic preparation for men who 
showed prospects a “girlie” calendar-type-of-art pic- 
ture in one of the company’s ads, reported sales 200 per 








Idea-of-the-Month 


This month’s outstanding idea from readers is 
brought to our attention by the Fidelity Life Associa- 
tion’s Harold Allen, to whom goes a year’s free sub- 
scription to The Spectator. (Send us an idea of your 
own. In return, we'll compliment you a subscription 
to The Spectator for an entire year. Address the 
writer, c/o The Spectator, 100 East 42nd St., NYC 17). 
Allen’s idea is from his company’s magazine, and 
depicts a life insurance agent thus: 


WHAT IS THE LIFE INSURANCE AGENT? 


A teacher and encourager of thrift. 

A crystalizer of hopes and ambitions. 

An interpreter of a wonderful science. 

An endower of the education of children. 

The guardian of widows and young children. 

A counsellor in confidential family matters. 

An adviser in financial and estate problems. 

A prober of conscience in moral obligations. 

A distributor of social and economic welfare. 

A reminder of good intentions and noble purposes. 

A missionary of the gospel of family protection. 

An agency for the reduction of juvenile delin- 
quency. 

An energizer of determination and motivator of 
will power. 

A spur to foresight in meeting life’s greatest con- 
tingencies. 

A revealer of present and future needs for self 
and loved ones. 

A guide and a guard in making insurance settle- 
ment arrangements. 

A sustainer of faith in the welfare of the family 
when a father has gone. 

A messenger of peace and security to the family 
when death removes a father. 








cent better than salesmen not using this “sales help.” 
... Just what this proves I wouldn’t know. 

157. EDUCATIONAL POLICIES. According to a 
Fortune magazine survey, made last year, 83 per cent 
of America’s parents want their sons to have a college 
education; 60 per cent wanted to send their daughters 
to college. (P.S. You can help here.) 

158. PROSPECTS NEARBY. Called on your neigh- 
bors? Tradesmen? Doctors and dentists? Suppliers 
and service men? 

159. FIRST COME, FIRST SERVED. Hi, there, Mr. 
Agent; got plenty of life insurance on hand? Hurry, 
hurry, Mr. Prospect, while the supply lasts. 





( MANAGERS ) 


160. SPECIAL ISSUE. Sometime when the agency 
hits a terrific slump, devote an entire issue of the 
agency bulletin with nothing but a giant question mark 
smeared across the front page. 

161. FAIR EXCHANGE. Swap help in closing. a 
big case for help from the agent in getting you a guod 


new man. 
162. ANSWER THIS ONE. A well-known speaker 
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at life insurance meetings, who often offered to answer 
any question on any topic from the audience, was asked 
how he could thus stick his neck out. 

“Well, it’s pretty easy,” he said. “I know from expe- 
rience that 90 per cent of the questions will have to do 
with answering objections—and I haven’t become suc- 
cessful in life insurance all these years without learn- 
ing a good answer or two to every possible objection to 
life insurance that can be brought up.” 

Suggestion: Write down on separate cards, all ob- 
jections frequently encountered. Then, on the back of 
each note the answers to those objections that work 
out best for your men. 

163. OLDER MEN PREFERRED? One big East- 
ern department store now hires only men 40 years old 
or more. Finds they take the job seriously, know what 
they can do, and can be relied on to be on the job to- 
morrow, next week and next month. 

164. TIME STUDY. Army and Air Force recruiting 
techniques have lessons to be learned by life insurance. 
For instance, we like their time sheet which first clas- 
sifies the type of call made or territory being worked— 
rural, business, urban or residential. Then calls are 
time-divided as to (1) travel (2) waiting (3) selling 
(4) detail (5) miscellaneous—and total. 

165. REPLACEMENT THOUGHT. On those few 
and rare occasions where Death strikes among your 
own men, soon after call on the late agent’s own policy- 
holders. Ask for nominations for a good man to replace 
the one you lost... . Results have been good where this 
plan has been tried. 

166. STORY TELLING. Salesmen have been called 
many things. One definition we like particularly: “A 
salesman is a man who has an interesting story to 
tell.” ... Have you, not only about what you are selling, 
but a brief human-interest tale of how it has worked 
out well for those who “took” it—in time, and in suf- 
ficient amount? . .. An agency “book” of sales tales 
can be prepared, whereby every agent has access to 
powerful motivators successfully used by his fellows. 





( H.O. AND/OR FIELD ) 





167. SLOGANITIS. Why not “50 MORE in ’50?” 
50 more apps., 50 thousand more written or paid for, 
50 more calls per month, 50 more men, etc. 

168. AFTERMATH. When reporting an agency 
meeting or company convention, run several scattered 
excerpts from talks made by outstanding speakers, un- 
der the heading, “That’s What He Said.” 

169. MYTHICAL MAN. Take your agency or com- 
pany leaders, and make them into a composite man. 
With help of an artist, sketch his physical measure- 
ments and appearance; with help of editor or advertis- 
ing manager, depict his training, experience. marital 
status, length of tenure, earnings, club affiliations, 
etc. ... And give him a name, so that he becomes a 
veritable “trade character.” For instance, if yours is 
the Ajax Life Insurance Company, refer to him as “Mr. 
Ajax” himself. 

170. MID-WINTER THOUGHTS. It’s not too 
early to begin to plan now. For a review of the year in 
the December or January issue of the company maga- 
zine or agency bulletin, reproduce on a double spread, 
12 calendar spots, one for each month of the year. In 
the middle of the reproduction of each month’s calen- 
dar, superimpose a brief tabulation of outstanding 
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events that were accomplished during that month... .. 
Plan can be modified to refer to the coming months, if 
you wish. 

171. LIVE AND LEARN—AND EARN. Findings as 
a result of retail salesmanship studies in retail jewe'ry 
are not without a moral for the life insurance man. 
Figures showed that one out of ten retail sales clerks 
furthered the idea that the prospect should “think it 
over”; nine out of ten didn’t try to sell more than the 
minimum the customer himself mentioned. When good 
selling methods were used, sales resulted in seven out 
of ten cases. 

172. ORCHIDS GROWN HERE. Run in company 
magazine or agency bulletin, a “Tip-of-the-Hat” de- 
partment or “We Doff Our Hats to——” or “We 
Salute This Month ,.” etc. Name several individuals 
who were responsible for some real accomplishment 
since the last issue of the publication, but glorify such 
mention with a snappy heading. 

173. WHY? Run a series of brief items, in agency 
bulletin or company magazine, telling why your com- 
pany is the company. Don’t just say it is; prove it, 
from the point of view of agent, policyholders, bene- 
ficiary; from the standpoint of cost, history, service, 
reputation, age, reliability, progressiveness. 

174. TRACK TO RUN ON. One concern, with its 
standard sales canvass divided into eight parts, looked 
over the results of its use over a six-month period. 
Salesmen who used only two of the “parts” sold only 
12 per cent of their prospects; those using all eight 
sold 20 per cent. 

175. FINAL WORD. We’ve got the final word in 
selling. Oh, but we have. It’s “Yes.” 








(HOME OFFICE ) 





176. MATCH THIS. Fifteen million advertising 
book matches were recently distributed by agents of a 
medium-size life insurance company over a relatively 
short period. Coupons on the inside cover brought in 
inquiries at the rate of over 200 a day. 

177. DECIBEL TABULATION. If you have some 
sort of contest among the speakers at your next sales 
conference, arrange to borrow (from some radio show) 
an “applause meter.” Let the audience decide who is 
the winner, by their applause. 

178. “HOW WE LOOKED IN SHORT PANTS.” 
Each year, or every fifth year, on the anniversary of 
the first issue of your company magazine, run a small 
reproduction of the front cover of your Vol. I, No. 1 
issue. 

179. CONVENTION SHOWMANSHIP. If you are 
promoting a big new feature, sales plan or the like, at 
a company convention, issue a special “newspaper 
with banner headlines announcing the event. At the 
rear of the hall, station several Home Office men 
dressed in open-collar shirts and skull caps, acting as 
“newsboys” to hawk the papers, distributing one copy 
to each agent as he leaves the hall. 

180. COMPOSITE METROPOLIS. Visualize the 
company’s loans and investments by having a compe- 
tent artist draw a composite sketch of a symbolic ¢'ty 
of a size corresponding to all the houses and properties 
financed by the company. . . . Or, point out that the 
home mortgages financed by the company are equa! ‘0 
a city the size of Portland, Me., or Stockton, Calif., etc. 
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REVIEW 


By George Baker 


Washington Bureau 


HMMS 0 UU 


Supreme Court Expected to Rule 
On Legality of State Regulation 


VER since Congress decided that regulation of the 
life insurance business was a function best left 
to state governments, periodic attacks on this delega- 
tion of authority have been stated in the federal courts. 
The latest—and probably most significant—of these 
challenges reached the Supreme Court of the United 
States recently, and is due to be decided by the high 
tribunal sometime this fall or winter. 

The case at issue involves the constitutionality of 
the Public Law 15, and raises two questions of far- 
reaching importance to the insurance business: 

1—Whether Congress may, except under war pow- 
ers, suspend a general law for a period of time as 
Public Law 15 purports to suspend the Sherman and 
Clayton Antitrust Acts, and, 

2—Whether Congress may delegate to individual 
states the power to regulate insurance transactions 
within the Commerce Clause of the Constitution, with 
reference to which Congress has already acted. 

Technically, the case is an action for treble damages 
and for injunctive relief, and is based on an alleged 
violation of Section 1 of the Sherman Act. It involves 
more than 50 insurance companies. 


‘Not Consulted’, Firm Says 


The North Little Rock (Arkansas) Transportation 
Co., a taxicab firm, charges in the suit now before the 
high court that the premiums it was charged for cas- 
ualty insurance were fixed by the National Bureau 
of Casualty Underwriters, and that it was not con- 
sulted as to the premium rates. 

The cab firm, in outlining its case to the Supreme 
Court, says the question of whether or not the Mc- 
Carran Act is valid is “of great importance to the 
business world generally, and in particular to the 
casualty insurance business, which is nationwide in 
its scope and affects every person and every business.” 

‘In the uncertainty and doubt which must exist 
until this court has decided the point, there is impera- 
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tive need of an authoritative and elucidating deci- 
sion,” the petitioners state. 

Named by the cab company in the suit are the Na- 
tional Bureau of Casualty Underwriters and some 50 
member companies. 


Tax 'Gimmick' Hit 

Few persons outside the life insurance fraternity 
appear to be aware of the fact that the tax bill debated 
by Congress recently contained a gimmick permitting 
the Federal Government to tax the interest on install- 
ment payments to beneficiaries. 

Opposition to this departure from past policies was 
raised in the House of Representatives by Congress- 
man Thomas E. Martin (Republican, Iowa), who 
pointed out that the present tax law does not levy a tax 
on any part of installment payments of life insurance. 

“This has been a wise social policy to discourage 
lump-sum settlements of such insurance in favor of 
installment payments,” he stated. 

But the bill under discussion in Congress tossed 
out that policy and provided for the taxation of the 
interest on installment payments. It was estimated 
that the change would bring about $5 million annually 
in new revenue to the Treasury. 

“T should relate my own observation of the need for 
encouraging rather than discouraging installment pay- 
ments of life insurance,’ Mr. Martin told the House. 


Pitfalls for the Unwary 


“Secon after World War I, I was employed as a sales 
analyst for a large industrial organization. One of 
my associates in this organization had a sister whose 
husband had been killed in action. 

“His widowed sister had collected $10,000 in gov- 
ernment life insurance in a lump sum. When our 
organization sold common stock in the summer of 
1920 at $130 a share, she invested every cent of her 
life-insurance money in that stock. 

“Within nine months’ time, the stock was listed at 
$3.50 per share, and I will never forget the tragedy 
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and the hardship impvsed upon that family. When 
an experience of that kind comes directly to your 
attention, you can never forget the potential disaster 
that can grow from widows and children or other 
dependents having suddenly thrust upon them the 
problem to which they are not accustomed, that of 
investing the lump-sum proceeds of such insurance. 

“It is true that the holders of insurance policies 
can still provide for installment payments, but $5 mil- 
lion of federal revenue is very small gain for our 
Federal Government in exchange for removing one 
of the great incentives for preserving installment 
payments of life insurance to inexperienced bene- 
ficiaries.” 


Ewing Plan Defeated 


The refusal of Congress to raise Oscar Ewing’s 
Federal Security Agency to the level of a government 
department (thus pulling “Jack” Ewing into the 
Truman cabinet) is a bitter pill for FSA planners. . . . 
Ewing, referred to in Capitol cloakrooms as “Mr. Wel- 
fare State,” had counted heavily on advancing himself 
to the inner circle of White House welfare planners. 
... Actually, Ewing’s lobbyists at the Capitol expected 
some opposition in the Senate, but they were confident 
of a House okay on the plan to set up a “Department 
of Health, Education and Security. . . .” Jack’s bird- 
Gogs thought, after casing the legislative situation, 
that they had plenty of votes in the House. .. . It 
was a shock for all concerned when Representative 
Wingate H. Lucas (Democrat, Texas) inquired, dur- 
ing debate, why the House should give more power 


») IT’S NOT THE SIZE 
OF THE GUN...BUT 
THE AIM THAT COUNTS 






















Obvious, isn’t it? 

Of course you want a gun that’s adequate 
for the job. In this respect, American United 
is big gh. It’s g the top 10% of 
American life insurance companies . ° 
operates in 22 states, securing a desirable 
geographical distribution of risks . . . assets 
over 80 million dollars, a factor in the invest- 
ment market . . . over 400 million dollars of 
insurance in force. That's big, isn’t it? 

Yet, American United Life has never lost 
sight of the importance of “AIM.” It is 
small enough to be friendly; small enough to 
know its policyholders and agents; small 
enough to be interested in the personal prob- 
lems that are so important in human rela- 
tions. 

Yes sir, it’s nice to see one’s forest and 
every tree in it. 





AMERICAN UNITED LIFE INSURANCE COMPANY 
Home Office, Fall Creek Parkway at Meridien St. 
INDIANAPOLIS, INDIANA 
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to “the man we do not trust?” ... But FSA is noted 
for its stubborn tenacity in getting what it wants 
from Congress. .. . Look for the agency to make a new 
bid for Cabinet status early next year. 


Promotion From Uncle Sam 


A new government pamphlet tells farmers a number 


of things they should know about insurance. . 
Types of insurance protection for the farmer against 
various accidents for which he may be held liable ave 
outlined. . . . Described as an “insurance handbook 
for farmers,” it explains the principles and uses of 
all kinds of insurance in which farmers might de 
interested—insurance against fire, windstorm, crop 
and hail, liability, and life. . . . The section on liability 
insurance includes such items as automobile and 
truck insurance, farmer’s comprehensive personal 
liability, and employer’s liability policies. . . . The 
bulletin leads off with a list of questions which enable 
the farmer to check up on his insurance to be sure 
whether he is safely covered. ... Write the U. S. De- 
partment of Agriculture for “Farmers Bulletin No. 
2016—Insurance for Farmers.” 

A Senate Labor subcommittee headed by Senator 
James E. Murray (Democrat, Montana) has begun 
an eight-month investigation of private health and 
accident insurance. ... Murray says he wants to find 
out the extent to which voluntary health plans are 
“meeting the needs” of the people for health, medical 
eare, and hospitalization insurance. . . . A $38,000 
kitty for the investigation was voted by the Senate 
for the Murray investigation. 


LIFE OF GEORGIA....in 
’ 
U 


Salt of the Earth... 


are Life of Georgia’s many friends in 
the home state of some of the world’s 
largest salt mines. Louisianians are old hands at salting 
away for the future. We know, because we are helping 
thousands of Pelican State families build their personal 
financial levees. More than 100 Life of Georgia folks. .. 
Louisianians all... serve the state. 
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THE OLD RELIABLE + SINCE 1891 ¢ 


ROME OFFICE = ATLANTA 














ioted 
fants 
new 


mber 


ainst 
are 
book 
s of 
t de 
crop 
ility 
and 
onal 
The 
able 
sure 
De- 
No. 


ator 
gun 
and 
find 

are 
ical 
000 
1ate 








Mong ity Seat 


BY W. EUGENE ROESCH 


NEW ORLEANS: Construction cir- 
cles in this famed Louisiana city are 
agog over the fine design for the new 
home-office building of the Pan- 
American Life Insurance Company 
here. The structure will be 260 feet 
long and 80 feet deep and behind it 
there will be a separate building to 
house recreation rooms and a cafeteria 
for employees. Ground has been bro- 
ken for the new building at about 
2400 Canal Street, though it will be 
many months yet before it is ready 
for occupancy. Just outside the office 
of E. G. Simmons, executive vice- 
president, in the present quarters in 
the Whitney Bank Building where the 
company has long been domiciled, 
there is a remarkable “mock-up” of 
the new home office and grounds. 
Very effective! ‘Doc” Simmons, whose 
health and energy are the envy of 
many a younger man, gave me a broad 
outline of the problems that had to 
be solved before all interests were 
satisfied with how the new home of- 
fice would look. Needless to say, the 
structure will be the most up-to-date 
one in town. Pralines will have to 
surrender their slogan of “Pride of 
New Orleans” to the Pan-American 
Life! 

Another company that is readying 
itself for a new home office in New 
Orleans is the First National Life 
Insurance Company. It has purchased 
the site, but will have to wait a while 
for the expiration of the lease of the 
present tenants before it can begin 
demolition work prior to the erection 








LEADS THE 


In ACCIDENT 
and HEALTH 
PROTECTION 


Field Editor, The Spectator 


of an entirely new building. This is 
the company of which Thurston B. 
Martin is president and where J. Bruce 
Trotter is agency director. It is also 
the company that has many industrial 
agents who solicit the Cajun farmers 
and trappers of the Louisiana marshes 
—often traveling the waterways in 
the local pirogues for the purpose. 
In today’s age of airplanes and hot- 
rods, picture the agent who gets 
around his debit, or goes after his 


a ~— 


prospects, via a log canoe! And brings 
the benefits of life insurance to many 
a family that would otherwise have 
to suffer without the healing balm of 
payments to beneficiaries. 


LAFAYETTE: Having sweltered 
through a couple of sessions of the 
State Legislature at Baton Rouge, I 
decided to seek surcease from care by 
making a visit to the Evangeline 
country of Louisiana. At the same 
time, the trip gave me an opportunity 
to visit the home office of the All 
American Assurance Company in La- 
fayette and have an illuminating chat 
with W. D. Huff, Jr., president; 
Rex McCullough, vice-president, and 
others. Also to renew acquaintance 


with John Lewis, public relations di- 


ee A 


rector, whom I had last seen during 
the meeting of the Southern Round- 
table of the Life Advertisers Asso- 
ciation at the Shamrock Hotel in 
Houston, Tex., earlier in the year. The 
All American, organized in 1945, al- 
ready has better than $52 millions in 
force and the combination of Huff and 
McCullough is continuously driving it. 
forward. Without facts before me, 
and just guessing, I would say that 
Lafayette is a place of about 35,000 
population. The home office building of 
the All American is, naturally, one of 
the best in town. That’s the way to 
live—if you must be in the life insur- 
ance business. No crowds, lovely coun- 
tryside, house-to-office in minutes, fine 
working conditions and yourself a 
power in the community! Incomes 
are relative. If you have a salary of 
$10,000 a year in New York—you are 
a nonentity. In a much smaller place, 
such a salary puts you in the class 
that Russia derides as “capitalist”! A 
man could live in a spot like Lafayette 
on ten Gs a year and be happy. In the 
life insurance business, he would also 
have the satisfaction of knowing that 
what he does benefits others. As a 
matter of fact, I gathered that the 
officers and employees of the All 
American were imbued with that dual 
satisfaction—knowing that they live 
in a splendid community; and make 
their living via a medium that bene- 
fits all. 


BIRMINGHAM: Not long ago, I had 
a chance to drop from the skies on this 
Alabama city—en route from Atlanta 
—and visit with the agency depart- 
ment of the Protective Life Insurance 
Company which has its home office 
here. That department now functions 
via Charles Barksdale, Leighton Beers 
and John A. Ferguson. Leighton, I 
am glad to say, is recovering from his 
recent operation. Jack Ferguson and 


(Concluded on page 35) 






INCOME DURING .; 
DISABILITY 


% World-wide protection and full 
coverage for both accident and 







sickness regardless of other insur- 





ance owned. 













% Income for hospital and 
nurse’s expenses to $750.00 a 
month—plus surgery benefits. 






¥* Life-time accident benefits and 
full monthly income for both con- 
fining and non-confining illness. 







Represented only by full-time fieldmen 
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One Hundreth Anniversary (1850-1950): 


MANHATTAN LIFE’S 
CENTURY OF ACHIEVEMENT 


Company Pioneered in Writing 
First Group Policy in the United 
States; Also First in This Coun- 
try to Introduce Incontestable 


Clause in Policy Contract. 


By Joseph M. McCarthy 


Managing Editor 


ANHATTAN LIFE, one of 
M the oldest life insurance 

companies in the United 
States, passed the century mark on 
Aug. 1. It was on that date in 
1850 that the company issued pol- 
icy number one from its first home 
office at 108 Broadway, New York 
City. The first policyholder was a 
gentleman named Christopher 
Yates Wemple who took out a 





PAST PRESIDENT: James Paul For- 
dyce, who was elected the eighth presi- 
dent of Manhattan Life on December 
22, 1939, became chairman of the 
board of directors on August 1. Suc- 
ceeding to the presidency was Thomas 
E. Lovejoy, Jr., former first vice-presi- 
dent and treasurer. . 
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$2,000 face amount, ordinary life 
policy. This policy is still in the 
company’s possession. 

Organization of the Manhattan 
Life started early in 1850 and an- 
nouncement of plans appeared in a 
front page advertisement in the 
New York Journal of Commerce. 
Thirty trustees were listed and 
they included some of the most 
prominent men in New York City 
including Caleb S. Woodhull, mayor 
of the city; Ambrose C. Kingsland, 
who succeeded Mayor Woodhull in 
office, and Edwin D. Morgan, who 
became Governor of the State of 
New York in 1858. 

At the first meeting of the board 
of directors in the mayor’s City 
Hall offices, June 12, 1850, Alonzo 
A. Alvord, a retail hatter and Al- 
derman of the 18th Ward, was 
elected the company’s first presi- 
dent. 


Non-Forfeiture Values 


The importance of non-forfeiture 
values in life insurance contracts 
was stressed in the company’s first 
rate book, published in 1850. The 
ratebook stated: “Those desiring to 
discontinue payments of the annual 
premiums may dispose of their 
policies to the company, in which 
case they will receive the equitable 
value in cash, or a policy of insur- 
ance will be issued for a fixed sum, 
payable at death.” 

The first group policy written in 
the United States is credited to 
Manhattan Life. The policy cov- 
ered the shipment via the Clipper 
Sea Witch of 720 Chinese coolies 
bound from Swatow, China, to 
Panama, Republic of New Granada. 
Of the total! amount at risk, $84,- 
000, the Manhattan Life reinsured 
75 per cent with three other com- 
panies. 

Fourteen coolies died during the 
voyage and on April 29, 1854, the 
Manhattan Life paid $408, one 


quarter of the total loss, or $432 
less than its premium of $840. 

The first of a continuing series 
of problems on war service risks 
faced the Manhattan Life at the 
outbreak of the Civil War. Com- 
pany policy was to write the risks 
at a special rate. 

Civil War’s end brought on the 
task of deciding the status of poli- 





cies in southern states, where, dur- 
ing the war years, it was impos- 
sible for Southerners to submit 
premiums to the home office in New 
York City. The company succeeded 


FIRST PRESIDENT: Alonzo A. Alverd 
was elected the first president of Mon- 
hattan Life on June 12, 1850, and 
served in that capacity until 18>4. 
Prior to the company’s organizati: 1, 
President Alvord was a New York Cty 
alderman and a retail hatter. 
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in locating all its policyholders, re- 
iustated policies, and paid just 
claims, despite the fact that the 
policy had lapsed for non-payment 
of premiums. 


Incontestable Clause 


Manhattan Life was the first 
company to introduce an “incon- 
testable clause” in its life insur- 
ance contracts. This provision be- 
came effective on March 8, 1864. 
Forty-one years later the clause 
was required by law. 

In 1892, Manhattan Life spon- 
sored the construction of New 
York’s first “skyscraper” at 66 





32 Broadway. Twenty-six stories high 
and 384 feet above Broadway, the 

ies Empire State Building of its day 

sks became the home office of the com- 

he pany on May 1, 1894. The Manhat- 

m- tan Life home office is now at 120 

ks West 57th Street in New York ° 
City. /®, 

he On June 30, total admitted as- 

li- sets of this pioneer life insurance 


company stood at $57,475,377. In- 
surance in force totaled $234,084,- 
065. New paid-for business over 

the first six months of 1950 reached ] ots of Sales i 
$20,971,972. This figure includes 

revivals and increases. Premium 
income for the six-month period P e 
totaled $4,994,373 and over that Why not? He has 22 Life, Accident, 
same period, payments to policy- 


ir holders and beneficiaries amounted Health and Hospital Petites wins 
\S- to $2,596,238. 


Ww can be “tailored” to fit almost any 


man, woman and child, whether a 


Office of the Manhattan Life Insurance Co, 
No. 31 Nassau Street. 


New York, March &, 1&64 


standard or sub-standard risk. 


At a meeting of the Board of Directors of this Com- 
pany, held this day, the following important resolution 
was adopted, after mature consideration : 

“There shall be added to each Policy issued, or hereafter to be 
issued, the following words: ‘This Policy is incontestable, after five 
years from its date, for or om account of errors, omissions or miss = 

y statements In the application, except as to age.’ 


No other American Company offers this important ad- 
vantage to insurers. All Policies in force five years, at  [ 
once become incontestable, under the operation of this ff 
rule, greatly enhancing their value both as to families and i 
to creditors, This liberal and just measure should secure = [ 
to this Company increased favor and patronage, as exhib- 2 

\, iting the strong desire of the Directors to throw every ’ 
proper and safe advantage around the Pélicies. Many 
have objected to taking Life Policies, that, incase of error, <& 
it mattered not how innocent, the long-continued pay- 1 
ments become lost, and families are deprived of the ad- 
vantages proposed. This objection is now removed by i 


this Company. Every State has its Statute of Limitations, 
not to cover fraud and crime from punishment, but to 
protect the innocent and unwary. This is a.similar pro- N A T I a) N A g | IT F E 
tection to Policy-holders. Ry 

HENRY STOKES, President, 


CY. WEMPLE Sewory Bh Insurance Company, Montclair, N. J. 


J. L. BALSEY, Asst See'y. 
&. M. STEBBING, Acty. 





RALPH R. LOUNSBURY, President 
W. J. SIEGER, V. P. & Supt. of Agencies 





d INCONTESTABILITY INTRODUCED: 

\- In March, 1864, the Manhattan Life 

d introduced an incontestable clause in 

: bs seldom Gis’ Geek commune ter tie LIFE « ACCIDENT e HEALTH e HOSPITAL 

wv United States to do so. The illustra- 

y tion above is reproduced from the 
back of an 1864 booklet. 
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War Risk Clauses 


N July, 1950, some five years after 

World War II was brought to a 
close, American soldiers were fight- 
ing and dying in a land that even 
in this geographically-minded age, 
few Americans knew very much 
about. Most of us did know, how- 
ever, that we were fighting the rep- 
resentative of a menace that threat- 
ened our system of life, business 
and industry. 

Practically every phase of busi- 
ness and industry was gearing it- 
self for what might occur. The life 
insurance business was no excep- 
tion. The big problem in life in- 
surance was—what to do about the 
war risks. The concern seems well- 
founded. 

During the last two weeks of 
July, day-by-day, there was a rush 
to life insurance agencies by young 
men who were potential armed 
forces material. Never before had 
there been such a run on agencies 
as reservists and those who felt 
their draft boards were about to 
make a call applied for policies to 
supplement the $10,000 National 
Service Life Insurance. The atti- 
tude was that $10,000 was not 
enough to protect beneficiaries. 

Veteran agency men were almost 
unanimous in their opinion that 
they were beset by more applica- 


oo 


LIFE INSURANCE 


tions in the latter period of July 
than at the outbreak of World War 
II. As of this writing no figures 
were available to substantiate opin- 
ions. 

War risk clauses in life insur- 
ance contracts were considered a 
necessity at the outset of both 
World War I and II. In case of a 
total war with unrestricted use of 
the various types of atom bombs, 
it would seem that if there were no 
appropriate safeguards in life in- 
surance policies not only on those 
issued to members of the armed 
forces but even upon civilians, the 
life insurance companies could be 
courting financial disaster. 

On August 1 and 2, insurance 
commissioners of five states met in 
Chicago as a sub-committee of the 
life insurance committee, National 
Association of Insurance Commis- 
sioners, for the purpose of deciding 
whether all new life insurance pol- 
icies will contain a war clause (see 
FOR THE RECORD, page 4, this 


issue). 


N a mid-year letter to all New England Mutual Life Insurance 
Company fieldmen, President George Willard Smith pointed to 
some of the implications of the present tense international situation 


as it affects life insurance. 


“The period ahead,” he stated, “will be one of intense activity in 
thousands of businesses concerned with the production of the im- 
plements of war and defense. This super-charged atmosphere of 
activity is bound to affect our business and our thinking, and will 
give great impetus to the effort of all life insurance representatives. 
For once again, people throughout this country are face to face with 
the need for protection, with providing guarantees of future income 
to dependents, and with the possibility of abrupt changes in familv 


life. 


“There is no way of foretelling what will develop from the Korean 
situation. It is logical to prepare ourselves to meet whatever may 
occur. Most people realize that this preparation will mean higher 
taxes for some time to come. If the money from such taxation is ap- 
plied to the cost of our natidénal protection, certainly the increased 


taxes will not be grudgingly given. 


“Probably the greatest danger to our economy at this time is run- 
away inflation induced by the panicky buying of thoughtless people. 
There is practically no commodity in short supply at this time. 
Dealers’ shelves are so full that midsummer sales are being adver- 
tised everywhere. Unless the situation worsens appreciably. the 


government controls ... 


recently announced by President Truman 
. are not likely to be extended. 


“Patriotic people will continue to buy normally. Let those with 
excess purchasing power put their money into Savings Bonds and 
life insurance. This is a completely logical course of action.” 
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July 


During World War II, the war 
clause used in most life policies 
exempted the insurance companies 
from paying the face amount of 
the policy on death claims by the 
beneficiaries of a member of the 
armed forces who died overseas. 
The company also was not liable if 
the serviceman was wounded over- 
seas and died within six months 
after his return to this country. In 
the case of a death claim for a civil- 
ian who died overseas, the life in- 
surance company was not respon- 
sible if death occurred within two 
years following the issuance of the 
policy. 

Up to July 31, most state insur- 
ance commissioners had advised 
companies that had petitioned for 
the right to insert a war clause to 
wait on the decision of the commis- 
sioners’, Chicago hearing. 

However, there has been limited 
action on war risk clauses. On July 
17, The Prudential inserted a war 
clause on new policies but only on 
new policies issued to members of 
the armed forces. That was as far 
as the restriction went. 

Effective July 18, The Lincoln 
National Life adopted a war clause 
for use in all policies issued to mem- 
bers of the armed forces on active 
duty. Company officials stated that 
the action was brought about be- 
cause of the large number of appli- 
cations being received from men in 
service. 

The war clause adopted by The 
Lincoln National limits the benefit 
to a sum equal to the greater of the 
premiums paid or the reserve under 
the policy if the death of the in- 
sured: 

1. Occurs as a result of an act of 
war, declared or undeclared, if such 
act occurs outside the Home Area 
while the insured is in war service. 
and death occurs while the insu: 
is in war service or within 
months after the termination 
such service; or 

2. Occurs within two years afte 
the date of issue of this policy as ‘ 
result of an act of war, declared or 
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undeclared, if such act occurs out- 
side the Home Area while the in- 
sured is not in war service, and 
death occurs outside the Home 
Area or within six months after 
returning to the Home Area; or 

3. Occurs inside or outside the 
Home Area whether or not the in- 
sured is in war service and as a 
result of operating or riding in or 
descending from any kind of air- 
craft if the insured is a pilot, officer 
or member of the crew of such air- 
craft or is giving or receiving any 
kind of training or instruction or 
has any duties aboard such aircraft 
or requiring descent therefrom. 

Jefferson Standard Life an- 
nounced that effective July 22 the 
company would include an aviation 
and war risk exclusion rider in all 
policies on the lives of men and 
women in active military service. 

Although the Metropolitan Life 
took no war risk clause action in 
July, President Leroy A. Lincoln 
in a July 21 letter to Metropolitan 





LEROY A. LINCOLN 


. +. no overinsurance 


azents instructed the following: 
“Insurance which will be issued to 
persons who are potentially liable 
to active service in the armed 
forces will be limited to not more 
than the amount of insurance which 
nermally would be applied for.” 


NALU National Affairs Committee 


The National Association of Life 
Underwriters has formed a special 
Committee on National Affairs due 
to the impending changes in our 
economic and business life. 

A joint statement by NALU 
President Judd C. Benson and John 
D. Moynahan, chairman NALU 
Committee on Committees, states 
in part: “Important matters such 
as manpower, National Service Life 
Insurance, and war bond cam- 
paigns have claimed the attention 
of NALU members in times of na- 
tional emergencies. 

“In the event the government 
desires to greatly strengthen civil- 
ian defense measures, all nationally 
organized groups will expect to 
make a contribution to this effort. 

“Therefore, it is deemed advis- 
able for NALU to have such a spe- 
cial committee alerted to study all 
such matters requiring action at 
the national level and to make spe- 
cific recommendations to the NALU 
board of trustees, the policy-mak- 
ing group of that body.” 

Philip B. Hobbs, Equitable So- 
ciety, Chicago, is chairman of the 
new committee. 


Taxation 


The insurance taxation bill which 
was under consideration by a joint 
House and Senate conference com- 
mittee has been set aside. In his 
message to Congress, President 


Truman requested that a greater 
revenue producing version of the 
measure be incorporated into the 
new “interim” revenue legislation. 


It is expected that the new ver- 
sion would net the government an 
estimated $166,000,000 from the 
life insurance industry for the pe- 
riod 1947 through 1950. This is in 
contrast to the House bill last win- 
ter which provided an assessment 
of approximately $96,000,000 for 
1947 through 1949. 


Insurance Purchases 


Life insurance purchases in the 
United States in June showed an 
increase of 21 per cent over pur- 
chases in the corresponding month 
of last year, reported the Life In- 
surance Agency Management As- 
sociation. Total purchases in June 
were $2,280,000,000 compared with 
$1,890,000,000 in June last year. 

Purchases of ordinary life insur- 
ance in June were $1,426,000,000, 
up 13 per cent over June a year ago. 

Industrial life insurance pur- 
chased in June amounted to $431,- 
000,000, an increase of 9 per cent 
over the corresponding month last 
year. 

Group life insurance purchases 
were $423,000,000 in June, an in- 
crease of 84 per cent over June a 
year ago. These purchases repre- 
sent new groups set up and do not 
include additions of insured per- 
sonnel under group insurance con- 
tracts already in force. 

In the first six months of the 
year total life insurance purchases 
were $13,217,000,000, an increase 
of 16 per cent over the first six 
months of 1949. Purchases of ordi- 
nary life insurance accounted for 
$8,076,000,000 of the months’ ag- 
gregate, an increase of 9 per cent 


HAW AUUAULUH LULU LAVAL UYU LUAU 


Monthly purchases of life insurance for June and the first six 
months in each of the last two years were reported by the LIAMA as 


follows: 
June Purchases Increase 
1950 1949 1950 over 1949 
(000,000 Omitted) 
Ordinary $1,426 $1,264 138% 
Group 423 230 84% 
Industrial 431 396 9% 
Total 2,280 1,890 21% 
First Six Months’ Purchases Increase 
1950 1949 1950 over 1949 
(000,000 Omitted) 
Ordinary $8,076 $7,436 9% 
Group 2,461 1,517 62% 
Industrial 2,680 2,406 11% 
Total 13,217 11,359 16% 
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over last year. Industrial life in- tion, expressed deep concern over The General American Transpor- Co: 
surance purchases represented $2,- the railroads’ lack of capital to tation Corp., parent company of 1 
680,000,000 of the current year’s meet serious equipment shortages, General American-Evans Co., ha G 
total, an increase of 11 per cent as _and pointed out that the best way to _— produced a new type box car and 
smears with last year, while attack the problem was through has developed a plan for leasing i pas: 
—, ry i ant eae yey increasing freight profits. to the railroads—so that no capita! (gre 
amou _ ow; : : ‘ . 7 
pao a of pes vs ; “ 000, an es “With proper, fully modern outlay is required on the part o! wer 
> « s . s » « Pal 4 
' per cent as compare the roads—that seems to meet a'! miu 
with the first six months of last : : ; . 
os ae economic requirements, according are 
year. : “ a 
to Mr. Shanks. Already six rai!l- diat 
r ‘ 4 roads have leased the new cars. in f 
Prudential Financing “ . : 
i One of the new cars,” he said, ren 
The Prudential Insurance Com- “could produce as much as $2,000 kep 
pany of America will finance an more profit for a railroad than c 
rear nd 1 sere od paca earned by a _ standard railroad- vide 
str ‘ s " = : 
high s nde Be te ~ ea ae owned box car.” Thus, he con- a 
> 0} s to on’s : : : Sale 
selibend as a means of belstorion ee oe eee ee ee ) nd 
ads as é s s < 
: + gs as much as $260,000,000 annually oe 
the roads’ economic position and at : ; exp 
: Baie ge on the basis of present traffic in 
the same time alleviating the criti- dditional profits und th unu 
« € “oO Ss O- 
cal shortage of box cars, announced . nF roll : . wd , Mh a or ¢ 
‘ . rye , ‘ , ve st. 
Carrol M. Shanks, president of — 2 a, a pam cor 
The Prudential. ment of their own,” Mr. anks $5,( 
The program, he explained, might estimated. ais cess 
within a reasonably short time, in Despite competition from othe! sur 
view of the present situation, in- carriers, railroads still handle about T 
volve the placing of 100,000 of the 70 per cent of the nation’s freight of 
new-type box cars in operation and CARROL M. SHANKS traffic, and are vital to its security. —_ 
require an investment by all parties oh Cag Mg Because of this importance, he felt me! 
involved approaching $1,000,000,- - + « contribution to improvement that The Prudential could best con- oth 
000. tribute to improvement, especially in { 
Mr. Shanks, in explaining the ar- equipment, freight handling might “at this critical time,” by making gic: 
rangement between The Prudential be made more profitable and loss available “funds necessary to sup- and 
and General American-Evans, a damage claims against railroads, ply railroads with these cars re- to | 
subsidiary of Chicago’s General which amount to millions of dollars quired by private shippers or the plai 
American Transportation Corpora- a year, could be reduced,” he said. government.” par 
em} 
me! 
a 
e 
How Interest Earnings Affect the Cost nt 
ver 
* eee 
of Life Insurance ~- 
ind 
——— — anc 
Amount of Additional Investment Income if Net Interest tote 
Rate of Interest Earned Rate Earned 1% Higher in: par 
’ , ‘ eer, ime sur 
Company and Location 1945 1946 1947 1948 1949 1945 1946 1947 1480 |S (1949 y 
: oe Ee SE a ss at § 
% % % % % $ $ $ —— 7 ope 
Aetna Life, Hartford, Conn. 3.16 3.01 2.95 2.98 2.92 9,600,000 10,600,000 | 11,600,000 12,700,000 | 13,800,000 Rol 
Bankers Life, Des Moines, iowa... 3.03 2.89 2.81 2.90 3.06 3,300,000 3,600,000 3,900,000 4,300,000 | 4,500,000 5 
Connecticut General, Hartford, Conn. 3.23 3.07 3.00 3.12 3.21 4,600,000 5,000,000 | 5,600,000 6,300,000 | 6,800,000 Atl 
Connecticut Mutual, Hartford, Conn. 3.56 3.51 3.43 3.47 3.55 5,400,000 | 5,700,000 6,200,000 6,800,000 | 7,100,000 
Equitable Life, New York, N. Y. 2.82 2.59 2.76 2.95 3.03 36,000,000 38,300,000 41,800,000 45,700,000 | 50,700,000 pre 
Equitable Life, Des Moines, lowa 3.17 3.03 2.91 2.83 3.15 2,800,000 | 2,900,000 3,200,000 | 2,700,000 | 3,700,000 V 
General American, St. Louis, Mo. 3.00 4.06 3.45 3.16 3.01 1,300,000 1,400,000 | 1.500,000 | 1,600,000 | 1,600,000 fro: 
itietheines | 22 | iB | ER Ge Se takes aes ieee ames | ies | ta 
, Ft. . : : : : ‘200, 3,400, 3,600,000 3,400,000 | 3,700,000 al 
Massachusetts Mutual, Springfield, Mass. 3.25 3.11 3.13 3.17 3.14 9,100,000 9,900,000 10,600,000 11,500,000 | 12,100,000 Mo 
Metropolitan Life, New York, N. Y. 3.27 3.01 2.94 3.03 3.07 | 68,200,000 73,000,000 78,000,000 85,100,000 | 88,600,000 ot 
Mutual Benefit, Newark, N. J. 3.16 2.93 2.84 2.92 3.08 9,100,000 9,800,000 10,400,000 11,100,000 | 11,500,000 cial 
Mutual Life, New York, N. ¥ 2.80 2.76 2.70 2.74 2.83 16,800,000 17,500,000 | 18,300,000 193,00,000 | 19,700,000 six 
National Life, Montpelier, Vt 3.44 3.20 3.08 3.32 3.38 3,000,000 3,300,000 3,400,000 3,600,000 | 3,800,000 
ew England Mutual, Boston, 3.43 3.18 3.10 3.19 3.26 6,900,000 7,600,000 8,400,000 = 9,300,000 | 9,800,000 an 
New York Life, New York, N. Y. 2.86 2.69 2.68 2.77 2.83 35,100,000 | 37,400,000 39,400,000 | 42,000,000 | 43,300,000 E 
Northwestern Mutual, Milwaukee 3.33 3.10 3.01 3.03 3.12 | 17,100,000 18,500,000 19,800,000 21,500,000 | 22,300,000 ond 
Pacit 5 Mutual Lee Angeles, Calif. 2.78 2.68 2.97 3.08 3.10 1.600.000 | 3.100.000 | 3.200.000 3,400,000 3,500 , 000 
Philadelphia, : : : Y : 400, 10,000,000 | 10,500,000 | 11,200,000 | 11,500,009 act 
Phoenix Mutual, Hartford, Conn. 3.29 3.19 3.16 3.25 3.24 3,500,000 | 3,800,000 4,100,000 4,500,000 | 4,700,000 : 
Provident Mutual, Philadelphia, Pa. 3.15 | 3.01 2.93 3.02 3.10 4,700,000 | 5,000,000 | 5,300,000 5,700,000 | -5,800,000 m 
Prudential Ineurance, Newark, N. J 2.95 2.78 2.73 2.75 2.85 57,400,000 | 62,100,000 | 69,000,000 | 72,800,000 | 74,700,000 Hor 
erate Ste | GR | EB | dS | ES | | | | tf te 
a . . " . ,800, ,600, | 13,200,000 | 14,100,000 | 14,400, 
Union Central, Cincinnati, Ohio 3.06 2.87 2.95 | 2.93 2.96 | 4,900,000 | 5,200,000 | 5,400,000 5,800,000 | 5,900,000 pre 
Totals 343,200,000 | 370,500,000 | 399,300,000 | 430,200,000 | “451,300, 000 the 
annniliiilicindenaalieedaan Aisa ay TE. an cal sath | - tots 
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Company Notes 


ROUP life insurance in force 

with Sun Life of Canada has 
passed the billion dollar mark... 
group policies at the company 
were first issued in 1919) ... pre- 
mium rates on group life policies 
are being reduced effective imme- 
diately and group policies already 
in force will be reviewed on their 
renewal dates so that rates may be 
kept in line with the new basis. 

Connecticut General has pro- 
vided four additions to the group 
insurance program for its own 
salaried staffs, both in home office 
and agency offices, all at company 
expense ... one coverage is for 
unusually heavy costs of illness 
or accidental injury, in which the 
company will pay as much as 
$5,000 of the costs of care in ex- 
cess of the regular hospital and 
surgical expense benefits. 

There will also be an extension 
of hospital and surgical expense 
insurance to include all retired 
members of the company ... the 
other two features are an increase 
in the maximum limit of the sur- 
gical expense coverage for active 
and retired employees from $150 
to $240 and a liberalization of a 
plan whereby the company pays 
part of the doctor’s bills for its 
employees for non-surgical treat- 
ment. 

Atlantic Life has purchased the 
entire capital stock of the Uni- 
versal Life, Richmond, Virginia 
... Universal Life transacts health 
and accident, hospitalization and 
industrial life business . . . insur- 
ance in force.at the end of 1949 
totaled $32,021,372, and the com- 
pany’s assets were $2,679,856. The 
surplus and capital account stood 
at $1,168,730 . . . the company will 
operate as a separate unit ‘ 
Robert V. Hatcher, president of 
Atlantic Life, will also serve as 
president of Universal Life. 

William W. Jaeger has resigned 
from the board of directors of 
Bankers Life Company, Des 
Moines ... Mr. Jaeger was asso- 
ciated with the company for forty- 
Six years, joining the company as 
an agent in 1904. 

Harold E. Dow was elected sec- 
ond vice-president and associate 
actuary at The Prudential. 

New business produced by 
Home Life, New York, during the 
first half of the year broke all 
previous production records set by 
the company ... the first half-year 
total of $55,310,015 represents a 


3.8% increase over the business 
done in the first six months of 
1946, the company’s previous best 
year, and a 19% gain over last 
year. 

Thirty-eight agencies of The 
Mutual Benefit bettered their 1949 
new business records during the 
first six months of this year, 
bringing the company’s total to 
$116,260,354 for 1950 compared 
with $111,837,212 last year. 

The production of new Ordinary 
business in Bankers National Life, 





NEW DUTIES: D. Bobb Slattery, 

Penn Mutual vice-president, now heads 

the company’s agency department. He 

succeeds Eric G. Johnson who re- 
signed. 


wen reuchor te Windward 


There's a pleasant feeling of security 
in “‘an anchor to windward."" That's 
particularly true in the feeling of 
safety which life insurance engenders. 
Freedom from fear of leaving the 
family in want plus the knowledge 
of its value in time of need makes life 
insurance a true anchor to windward 
to hold one safe and secure in this 
world of unknown tomorrows. 


General Agency Opportunities 


Brokerage Business Accepted 


7 
ivrard LIFE INSURANCE 


& PHILADELPHIA 6; Opp 


Montclair, N. J., showed a six- 
month 1950 increase of 40% in 
volume over the same period last 
year... new average size Ordi- 


—— OF IT MAKES ME 


st Izzy 
EPFL SED)? 
i ad “= i 





nary policy sold during the period 
was $5,403 as compared with 
$4,562 in 1949 .. . total insurance 
in force as of June 30 amounted to 
$166,845,249. 

Occidental Life of California 
experienced the biggest six months 
in its history in the period ending 
June 30, 1950 .. . the volume of 
Ordinary business reached a total 
of $244,768,632 to exceed any pre- 
vious six-month total by almost 53 
million. 

In the first six months of 1950, 
Philadelphia Life experienced the 
largest paid volume in its history 

. . the $15,305,847 of new busi- 
ness paid-for represents an in- 
crease of 19% over the $13 million 
paid-for during the same period 
of 1949 .. . insurance in force has 
shown a corresponding increase 
from $112 million as of June, 1949, 
to $130,115,172 at the end of June 
this year, an increase of 16%. 

“Policyholder News,” an eight- 
page bi-monthly magazine for pol- 
icyholders of The Mutual Life of 
New York, has been published by 

(Concluded on page 41) 











COMPANY 


Hall 


site Indet ender 





THE SPECTATOR, August, 1950—29 














£64'9 
612'T 
92 

09 
$860 


zs 
92Z1'T 
sss 
16 


L8€ 


4 
1S6'Z 
ce 
624'02 


Lol 
810'9S 
vSz 


692’ST 
19P 
“sg 
£02 


se 
2 


art 


16 


02 


BLY'BIC PEz'TT 


dt 
os9 
649 
ett 


61 


282 
49 


ec. 
z 


ssv't 
$ 


eco 
TS0’F 
ris 


ecs'6e 


ia 
4 


6ES'ze OIS'IS 





oM'z cbs 
7 6. 


1 
er a 


®, 
sst't 1p 
cos 
wos SLT 
— 


6y0'LS 6S6'S 
$ $ 


6c 
09, 


t 
88 z7 
$. 

es, 
c19'se 


o6¢ 
0z 


BvI 
9y 
°.. 


v9 
s99’Sb 
Sy 


Ib 
v 


z 
1e&z 
zor 
z 
02 
Bes 


» 
Lz 
8, 


TLy’€ S82'T 
vit I 


dz ¥S te 
9ST'T 8ts'T 


ZI 
sso’ 
oe 
ert 
8I 

se 


z 
6y 
z8I 
68 
001 
4 
LL 
t, 
c9v'T 
ot 
1 
6z S 
Fie 


I 
122’€ 


ees'd cd O18’S 


02 zs 

69 zet 
8y 621 

¥ 8 
£L0'994 169'T8 
8LI YY SOb 


s ¥ 
26S’ $862 
L ee 
292’ 910'9T 


19 sé 
SO9’8@ 9S8'LI 
vIT 

€Le 

vz 

st 


Soe 
S60'T 
6SE 


ses 
8t 
22P'T 
ai 

b 


oze’or ez8's 
ort 


Stl Siz £02 

él 1o1t Te 

I 2 

Ke S 

ze 901 

€v8’Sed £88'Ls 
$ $ 























“AN TOXF) SAXVL 














Zz 9 
: ¥ 
Ly] 
| 



































4 
d 











HLTY2H ? LNAGIDOY dnoUuD 





SALLINNNY dnOuD 








$1BjJ0g JO Spuesnoyy wi syunowy 
6761 HOF SLIASIY ONILVHIdO JONVUASNI aNOUD 


SIT Dmoz 

SOW P Of] |;Djsz9;u] 
eouDINSU] UDeD0-1e}U] 
‘h 'N ‘es!T ewoy 


* @JTT uprpipny 

CLI) ©fTT Ise, yweIDH 

FIT UIeYyyNOg ywe:r 

Os] TDUCTIDN weIH 

ie “@AIOSOY ubpsleuwy eh 
8}!] UNoeury [D1euer 


esr] UTAUDIy 

* Ory |p1epez 
ooceorray OsT] nNpemng wiIDg 
teres esse) oar testy e1qoymby 


"*C62) *A “N ‘epT efqnynbg 


, “"* “Diy ‘ory sreAojdurg 


esI]T UIe}sDq 

***“e9upinsuy [DMN DunD 
eyt] Ayunoa 

SouDInssy [DjUeuNUOD 


ST oN Hsu0D 

[Dieuey ynoTWoeuNOD 
“Ky ‘ory i[Dea.uoUruIO7) 
CZ) “REN uniqunjoa 

8FTT [PruojoD 

SFT SAIDIS [DIsSDOD 


Ill ‘8sP] TOUED 

C9) eFTT loudnD 

S8IDIS U1E}SeM-"FIIDD 

“*(§) “anssy S,uew sseutsng 


SIT [DIoyeueg 

' Aynseg sreyung 

{ ‘N ‘TpucHDN S1eyuDg 
SDD 9 SIT srexuDg 


PIO ‘eT1 sppy 

SIT Peywuy uDstzeury 

"9 ‘d ‘pippunig unseury 
SU] [DUOHDN upoweury 
‘R] ‘DNInW upsveuy 
DIY ‘OsI'] uDseury 
C&) ery 9 “dsoxy ‘8Wy 
“* (1). oT] nwmey 











30—THE SPECTATOR, August, 1950 





(‘e6od Buimoyjoy eyy uo punoj eq jIIM 91904 syjnso1 Buryosedo eoununsu: dnosb uo seyouyoo4) 





OS6’EZE 


$80" 
82’ 
oll 

co's 
80e’e 


I 
a 


z 
tet 


92- 
9- 
vI- 


029'T 


L8s'b 
®. 


vZz- 


Lane 


0z 


4s 
8tL'9T 
46 


4 
zs 
9e- 
 B 


v1 


y9z 


9S 


vy 


ezt's 


18 


6&2 
bbz 


Lee 
est’ 
9st't 
zs 
ely 
vor'l 


S8S'bP 


£¥0't 


186 


666'SZ 


089'T 


869'FI ZzSS’e9 
vlLZ 


90$'2 


96c'T 


os 
otl'z 
682 


ce 


zes'lz 
sve 


122’9 


00v 


¥98'S 
SL¥'Z 
oes 


yes’ 
ost 
ba 


ZLy 
9eT 


Te 


st 
ot 
£2 
Z 
It 
$2 


912'T 


8I 


660°0N 69S 


28 


18 
44 


792 
store 
882 
ve 
16e 
7206 


eee 


860'LE 


629 


ay 


eos 


68e'6T 
$S6’ET 
oLL'2 


ble 


108 
906'2 
1S2 
%. 


826'LP 


¥So'T 


62 


ors 


OSP’Te 
69T'LT 
ter" 


68e 


vLI'l 


922'SZ 
stv 


Sve 
78 


gee 
ces’) 


6£0'T 
Ls 


1s0't 


066'0€ 
691'LT 
9812 


68e 


O9st’t 


Z6S'6 
cre 
tt 


sez 


esc't 


£90'9 
II- 
T. 


1Ze'18X Z9L'S 


oes't 


zg 
L02'2 
6yL 


ss 


“os 


T€t'dz 
stv 


v6T 
792- 
£ 

Sz 
svt 


162's 


0zL'8e 
S6 
es 


9Té 


822'1 


€29'1 


st 
Sbe'zit 
286’€ 
S8Z’T 
91 


624 
L2L't 


e9e’ss 


eze'tt 


ze8 


yro't 


Lzv'z% =200'0S 9 OvZ’sT 
LI 48 see 

L Lay 

+ eI 


et 
SPT 
os 


82 
0&2 
702 
cy 
ce- 
8 


st 
04 


8st 
L2b'82 


9b2 
ste 
6 

12t 
1s€ 


922 
Stl 


L 
ose 


4se'tt 1e9'e9 


bss’st LMSI2" i 


%. 


4) 

s 
602’ ZES’EL EeSS'9t 
z8e Noe 6IL'Z 
66¢ 1&2 Z19'l 
€ st a 


8- ae Zot 

6 ee 861 
68) 
LI 
v00'9 
vie'l 


LII'6 


Sib 
It 


612 
92 


®. 


ese 
z 


219’ 
€9€ 
Ze 

€ 


09 
1Z 
zer 


I 
vel 
6E2 
9€ 

v 

z 

8t 

Lf 


¥ 
6S7D 
82 
ze9'SA 
Tee 

6S 

€ 


vor 
al 


ce 

L 

ue T 
Sc1'2N 96¢ 


Z8L'T 
tld 


182’StW 6268p 


st 


68S 
St 
Ole 
08 


92¥°LZd ZOS’ss 


9zS'Z1T $z0'Ot 


v6 


ses’ 
vt 
6y1'Z 
202 
OT 


6E6’E 
zol 
44 
esht 


¥9Z 
s, 


16S 
Lz 


L86’62Z1 


Ley’ 
z9s 
vz 
SLz'2 
604 
6et 
ss 

ce 


I 


920° 
vt 
€£0'2 
202 
OFT 


£9S'€ 
zot 


(44 
vLe+ 


192 
e. 


16S 
Sz 


19S’9 


“C1l€) eoupinsuyl prz0MmH 
““"UeyINES p UrE}SeM 


“**"""*(8Z) OFT ISDOD ISOM 
*(9%) [DUCNDN uoburysopA, 
“ties +-s@RT @IDIG ZeIUNIOA 
"**""CGb) ONT seImIS Peru 
‘isonet yyouog,PelUn 
"*""CLZ) OFT [ONIN Uoruy 
teesvets+s@gRT goqD] wOTUp 
OjT] [PyjueD uotup 
@ouDINSU] SI9[@ADI] 
“***** (6%) [DUCHDN e1DIS 


**(pz) ‘SSDI ‘IPNIN_ FDIS 
ree s* "Qa WED DIS 
ee *Cs2). ONT u1e}seMyINOS 
o° eI] puD[yINos 
eee0ee "DE ast] Useynos 


yoopupueys 
ACN ‘Tony Aynses 
“qeN ‘[DNInNW AjylNses 
“""ySMAL Y eyTT Aynseg 


""(2z) [DUCHDN o1Gndey 
‘+ 595" gity eoUDITOY 
corona ‘ery prupidg 
‘2 ‘N ‘OI prums4g 

“"* OT udyung 


° **C9T) eoupINsUy [DYUepNig 
‘s0y 9 eI. JUeptacig 
Ct) Oj] SAtT}D0}0Ig 
* *"puy ‘esr, setdoeg 


""COZ) OT e12aey [nDg 
‘* Qf] UDoTZ0eurTy-uDg 


““"(ST) ToninW sytoDg 


“"**"ypary oqndey PIO 
“(6T) ‘3IPD ‘OsIT [[}UEePL9O 
“''"(81) “PN wWieysemyION 
seeeees Cpl) ayry wreyyoN 
teeeess "nD DUTIOIDD WON 
“coo ** er UDsIeUTy YON 

"Cet ‘DO 2 “7 “s0uly YON 
‘DOW 3 SIT [DUCNEON 
""*"""\UepIDOy ‘seuy YON 
** ***sogry Ayepty [DUONDN 
Ionjnw Pjoseuutpw 

est] UDbrystwW 


ShO’SZIL'***'"'"* OFT UDITOdoNeEW 


Siy't 


(ZI) IPMN sHesnyopssDW 
"*'** @IPT szeznjoDjnuDyW 
seeeeess* BaNsejo1g [DAOT 

i [DUCNDN wlooury 
‘aD "DA JO "OD ‘SU FIT 


eeeeeeeeeeee er Ayzeqrt 
“IDNynY_ euro yonjuey 
PP rec my By me mn | 
**(g) [DMN AOoouDH_ UYO/ 
SaerE sa ee uoslezye{ 





LS 4 


0% 


ot 


oT 


st 


vt 


tt 


THE SPECTATOR, August, !950—3! 








FOOTNOTES TO GROUP OPERATING TABLE 





* Premiums and other considerations only, including post conversion mortality charges. 
Excludes dividend accumulations and supplementary contracts without life contingencies; 
also excludes investment income and sundry profit items. + Includes accident and health. 
t Includes $68,540 ledger assets received. A Includes conversion costs. B Includes excess 
mortality on group conversion. C Investment. D Includes cost of conversion of group in- 
surance to regular life plans. E Dividends allocated to group insurance and group acci- 
dent and health are applicable only to those group policies issued after the company 
became fully mutualized on January 15, 1946. F Includes post conversion mortality charge. 
G Includes transfer of group annuity reserve and group conversion costs. H Includes trans- 
fer fees on group conversion. J Coverage is non-participating and rate reduction and ex- 
perience refunds are established in lieu of dividends. K Includes transfer group conver- 
sion. LIncludes group conversions; allowances for office payments. M Includes $2,751 
policyholders’ welfare. N Includes $6,181 policyholders’ welfare. P Includes cost of group 
conversion. Q Includes transfer for excess mortality on group conversion. R Includes con- 
versions of group insurance to regular life plans. S Includes $20,550 net consideration for 
reinsurance. T Includes $272,944 transferred on group life exhibit also includes group in- 
surance other than that issued on the one year term plan. U Includes transfer to cover 
extra cost of group conversions and settlement options. V Includes $200,280 health and 
welfare work for policyholders. W Includes $548,647 transferred on account of group pack- 
age policies. X Includes $1,027,763 transferred on account of group package policies. Y 
Includes $134,749 health and welfare work for policyholders. Z These figures include ordi- 
nary and industrial group premiums. AA Includes $116,106 group disability, hospital and 
surgical. (1) Premiums for non-participating policies are after re-rating and experience 
refunds. (3) In some cases company gives an experience rating. (5) Company gives ex- 
perience rating credits on all term groups. Credits deducated from premiums, which are 
shown net here. (6) Company has experience rating plan; this permits re-rating of group 
policies in which event only the actual premiums paid are reported. (7) Premiums shown 
are net after rate reductions. (8) To date company paid dividends on only a certain class 
of business. Policies are re-rated each year. (9) Favorable experience is reflected in in- 
creased dividends; but some policies are re-rated. On business on which rate reductions 
are made, premiums collected are shown net. (10) An experience rating applied to all 


group contracts. (11) Company pays retroactive rate credits (dividends) on all group 
business. Premiums shown here are net after these returns. (12) Premiums shown are 
gross including dividends applied in premium reduction. Company does not give rate cred- 
its nor re-rate except to determine dividends. (13) Rate credits given. Group policies re- 
porting premiums in gain and loss exhibit are re-rated and premiums are shown net after 
returns. (14) Company re-rates policies each anniversary; premiums reported net after 
rate reductions. (15) In non-participating life department and A. & H. Dept., company 
gives both experience refunds and discounts. Premiums for non-participating business are 
net. (16) Prospective premium reductions given on favorable experience. Premiums are 
shown net after these reductions. Dividends may be payable on basis of net premiums 
collected. (17) Dividends are applied as a credit to premiums. Premiums shown net after 
credits. (18) Bulk of company’s business on participating plan. All new group life and 
casualty busi is on non-participating plan and subject to experience rating on rate 
reductions. Premiums shown are net after rate reductions. (19) Participating business 
premiums reported gross. Non-participating business, premiums are shown net—after ex- 
perience rating refunds are paid. (20) Company pays dividends in form of annual experi- 
ence ratings. Company does not re-rate policies. (21) Business under non-participating 
plan granted rate adjustments. Premiums shown are gross premiums on participating con- 
tracts; net premiums are non-participating. (22) Premiums reported are net after divi- 
dends have been deducted, thereby in effect, re-rating the business. (24) Company (mu- 
tual) does not re-rate any policies. (25) Company does not re-rate any policies. (26) 
Much of business written on experience rating or merit plan, and this provides for rate 
reductions and cash returns. Group premiums shown on net basis. (27) Dividends paid 
used to automatically adjust premiums on basis of experience in each case. (28) Policies 
are re-rated on experience basis. Premiums are reported net after returns. (29) Substan- 
tial portion of premiums are re-rated when experience with the policy justifies it. (30) Group 
policies (term only) are re-rated with premiums shown net after returns. (31) Company 
does not re-rate policies reporting premiums net after returns, group life rates are re-rated 
annually. (32) Premiums shown are net amounts after deducting rate credits. (33) Policies 
are —_ on renewal date, when rate adjustments are made and premium credits 
determined. 
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DOWN SOUTH 





O one familiar with the life in- 

surance picture in the South 
and Southeast can have failed to le 
impressed, at least during the past 
three years, with the extent to 
which companies writing both in- 
dustrial and ordinary are concen- 
trating on the latter and “easing 
up” on the former. In addition, 
some companies which have been 
writing industrial only have now 
also gone into the ordinary field 
and have placed less and less stress 
on cevelopment of industrial. Sig- 
nificant is the fact that several 
sizeable companies which formerly 
had about 80 per cent of insurance 
in force on the industrial plan and 
only 20 per cent in ordinary, now 
show business in force either on a 
fifty-fifty basis or have already got 
the major portion in ordinary 
policies. 

Behind the trend there seems to 
be a growing feeling on the part 
of those interested that the con- 
tinued national march toward a 
complete Vampire State may, with- 
in two decades, see a condition 
where the market for private in- 
dustrial insurance will either have 
vanished or been drastically cur- 
tailed. Incidentally, those who 
coined the phrases “Fair Deal” and 
“Welfare State’ did no service 
thereby to private enterprise. Un- 
thinking voters by the thousands 





regard those phrases with favor— 
not realizing their true meaning 
but assuming from the mere sound 
of the words that they must mean 
such governmental interest as will 
be for their personal ultimate good. 
Thus it becomes difficult to convince 
such voters of the plain truth that 
government can do nothing for 
which the individual does not, h'm- 
self, pay. There is no such thing as 
“something for nothing.” The “Wel- 
fare State” must eventually become 
the “Vampire State,” drinking the 
lifeblood of liberty and _ inde- 
pendence from the people. 
However forward-looking life in- 
surance executives may decry the 
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advance toward socialism in the 
United States, they must, nonethe- 
less, take that manifestation into 
azecount. It is this that has caused 
some of them to cast a jaundiced 
eye at the probable future of pri- 
vate industrial life insurance in this 
country. The broadening of so-called 
non-profit insurance plans; the in- 
sistence of government on expan- 
sion of social security; the politi- 
cal moves toward government 
health insurance; and the utiliza- 
tion of nebulous Federal theories 
of “economics’”—all have mili- 
tated, and will militate, against 
private industrial life insurance. 
The situation, it must be admitted, 
is even aggravated by the develop- 
ment of private group life insur- 
ance programs and by private pen- 
sion plans in industry. 


Group Insurance 


The worker who gets $1,000 or 
more of group life insurance on 
the employer-pay-all basis consti- 
tutes an increasingly-curtailed mar- 
ket for industrial life insurance. 
Where the group life insurance is 
on an employer-pay-part and em- 
ployee-pay-part basis, the willing- 
ness of the worker and his family 
to buy industrial life insurance is 
even less in evidence. The fact that 
such group insurance is seldom con- 








verted when the employee changes 
jobs seems to have little bearing 
on the industrial life insurance sit- 
uation. Thus a substantial number 
of executives, who formerly regard- 
ed industrial insurance with high 
favor, now seek to put a large per- 
centage of ordinary on the books as 
a “hedge” against what may befall 
in the future. 


Not All Black 


Of course, the outlook is not all 
black. New life companies and small 
life companies may well turn to 
industrial business as a means of 
getting the toehold which will en- 
able them to start their climb up 
the ladded of success. Also, when- 
ever a large company begins to 
“ease off” on dustrial and press for 
ordinary volume, the _ industrial 
prospects improve for the small 
company or the new company which 
may welcome weekly-premium busi- 
ness. Furthermore, industrial 
agents who have been in that line 
for many years are not easily in- 
duced to switch over to ordinary 
production and they, therefore, 
tend to gravitate to those companies 
still aggressively seeking industrial 
business. The small industria] com- 
pany thus often gets experienced 
agents without the primary expense 
of training. 
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T’S beginning to appear as if 

agents who sell nothing but in- 
dustrial insurance are in for a 
boom period in Canada—all be- 
cause of a slight but rather impor- 
tant change which has been made 
in the Ontario Insurance Act and 
which, it is understood, will be 
made in most other provincial in- 
surance acts across the Dominion. 

Under the old set-up, life insur- 
ance companies were restricted in 
their payments in the event of the 
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death of a child. The maximum 
payment allowed was $100 up to 
age one, $200 up to age two and 
all the way up to a top of $1,000 
for children who died between age 
nine and 10. 

It mattered not whether the in- 
surance on the child’s life ran up 
to $5,000 or $10,000; or whether it 
was carried by one or more com- 
panies; these limits were rigidly 
adhered to. The story, as we have 
it, is that it was a protective mea- 
sure brought in some time ago to 
prevent the possible, deliberate 
neglect of a child for the sole pur- 


pose of collecting on insurance 
policies. 
With all the prosperity that 


Canada has been enjoying since the 
beginning of the war; with sales of 








STILL CLIMBING 


ordinary life insurance soaring to 
unprecedented peaks; turnover in 
new industrial business has, in some 
measure, been held in check by 
limits of payment. There has not 
been the tendency to insure for 
more than the company legally can 
pay. 

Under the new set-up, however, 
things will be different. Life com- 
panies will be permitted to pay $200 
up to age one; $400 up to age two; 
$600 up to age three; $800 up to 
age 4, and $1,000 up to age five. 





In other words, the industrial 
agents will only have to point this 
out to the policyholders already on 
their books, and, the chances are, 
they’ll have enough new contracts 
coming in to keep them busy for 
many a moon. The added commis- 
sions should amount to a pretty 
penny. 


E don’t doubt that the broad- 

ening of old age pensions in 
Canada—if and when this happens 
—will have some effect on those who 
are customers or possible customers 
of life insurance companies. But 
despite that, the life insurance 
business has gone on record as 
advocating a contributory pension 
scheme. 

The life companies have placed 
their knowledge and all their fa- 
cilities at the disposal of Canada’s 
Parliamentary Committee on Old 
Age Security. In view of the fact 
that some of these companies have 
been in business going on 100 
years, there seems to be little doubt 
but that official Ottawa will con- 
sider insurance company viewpoints 
before making its final decision. 

There is a strong movement un- 
der way in Canada for an extremely 
liberal pension; and a lot of people 
—and people who represent a lot 
of people—would like these pen- 
sions to start at age 65—or even 
at 60. 

The life insurance companies— 
61 of them in a body—have sug- 
gested that Ottawa consider the 
following ideas: 


IT’S TO YOUR ADVANTAGE 





DOUBLE FAMILY INCOME BENEFIT (820 
monthly income per $1000) 

PENSION TRUSTS—with Life Insurance 
or 100% on Deferred Annuities 

MORTGAGE REDEMPTION PLANS — 
geared to F.H.A. 

FAMILY INCOME TO AGE 65—also regu- 
lar 10, 15 and 20-year F.1.B. 








to use our Wide Facilities and Excellent Service 
PARTICIPATING and NON-PARTICIPATING PLANS 
STANDARD and SUB-STANDARD RISKS 


INSURANCE IN FORCE 1,185 MILLION DOLLARS 





LOW TERM RATES eon 1, 5, 10, 15-year 
and 5-Year Renewable and Convertible 
Term Plans 

INSURANCE ON SELECTED DIABETICS 

UP TO $200,000 SINGLE PREMIUM on 

Life, End. and Annuity Plans 

FOREIGN TRAVEL and RESIDENCE COV. 
ERAGE 








(Including Deferred Annuities) 
ASSETS 378 MILLION DOLLARS 


THE 


MANUFACTURERS 


INSURANCE 


HEAD OFFICE e 


LIFE conrany 


TORONTO, CANADA 





34—THE SPECTATOR, August, 1950 





1. That old age pensions be pay- 
able to all elder Canadians without 
a means test, but subject to a rea- 
sonable residence qualification. 


2. That the pensions start at a 
specified age, probably 70. 

3. That they be fixed at a level 
which could be financed without 
placing an undue burden on Can- 
ada’s productive capacity. 


4. That they be paid in the same 
amount to all. 


5. That they be subject to partial 
recovery through income tax in the 
case of recipients having significant 
income from other sources. 


6. That they be financed in full 
on a pay-as-you-go basis by an old- 
age benefit contribution. 


Sources of Income 


Since old-age pensions, if they 
are liberalized, will cost a lot of 
money, life insurance companies 
(as taxpayers) are interested in 
where this money comes from. 
After making a thorough study of 
all possible sources, these recom- 
mendations also have been made to 
Ottawa: 


1. A contribution payable as a 
percentage of personal income, dis- 
regarding all income in excess of 
some specified maximum. 


2. A contribution of a flat amount 
payable by all adult Canadians be- 
low age benefit. 


3. A sales tax levied on a broad 
group of items in more or less uni- 
versal use. 


A pension of $30 a month to per- 
sons 70 and over would in 1951 
require a contribution of $30 a 
year from all Canadians between 
the ages of 20 and 69. A $40 a 
month pension would require a $40 
per year contribution. A $30 morth 
pension to all 65 and over would 
require a contribution of $51 a year 
from those between ages 20 and 
$64. A $40 a month pension would 
require a contribution of $69. 


(On this point, the writer would 
like to suggest further that if such 
flat amounts are designated that 
they be made deductible from pay 
envelopes by employers to insure 
payment. Canadians now pay in- 
come taxes on the compulsory pay 
envelope system. There is every 
reason to believe that a person at 
age 20 would not like the idea «f 
starting contributions towards his 
old age—benefits from which—in 
his case—would be 44 or 49 years 
distant.) 
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CITY STREETS 


(Concluded from page 23) 


{ kicked the gong around for a while. 
The company—long established and 
well-regarded—is maintaining its 
place as one of the outstanding or- 
ganizations in the whole area, and is 
very close to $400 million in force. 
Nice going! 

While in Birmingham, I made it a 
point to call on the Employers Life 
Insurance Company which is affiliated 
with the well-known Employers In- 
surance Company which writes casu- 
alty and fire business. General man- 
ager of the Employers Life is Howard 
Rasco, with Robert Chadwick as assis- 
tant. Relatively new in the business, 
the Employers Life is forging ahead 
—partly because of the backing which 
comes from the prestige of its fire and 
casualty parent. Executive Vice- 
President Rasco, who joined the or- 
ganization during the past year, is 
adding effective impetus to the doings. 


DALLAS: When you're in Texas: 
well, you're in Texas and anything can 
happen. And usually does. Short as 
my latest stay in this Lone Star me- 
tropolis was, it gave me the oppor- 











tunity to call again on Don J. Willmon. 
His company, you may recall, was the 
United Bankers Mutual Life Insur- 
ance Company—with home office in 
Dallas. The word “mutual” was 
dropped from the title at the end of 
June and the company converted to a 
stock basis. There are 90,000 author- 
ized shares—of which only 65,000 are 
involved right now. For the 65,000 
shares the price was $4 per share, 
with no par value. Thus, initial capi- 
tal is $260,000. Sale is at $20 a share 
which, after taxes, leaves $15.75 a 
share for surplus: $4 for capital. The 
conversion from mutual to stock com- 
pany was effective on June 30, 1950, 
and more than 60 per cent of the pol- 
icyholders have already subscribed. By 
the end of September, the entire pri- 
mary transaction will have been com- 
pleted and the company—as United 
Bankers Life Insurance Company— 
will be fully launched as a stock life 
insurance company. Operating only 
in Texas at first, there is a strong 
probability that it will go in to other 
States. Incidentally, the average pol- 
icy in force is $5,700! President Will- 
mon (also agency manager) told me 
that after the disposition of the first 
65,000 shares has been completed, the 
remaining 25,000 shares will be used. 
He intimated that his company will 















































— hyphen Smith 


like to put myself in a prospect's shoes” 








be the first company in Texas which 
started with so high a capitalization: 
paid in. Officers in what is now the 
United Bankers Life Insurance Com- 
pany are: Don J. Willmon, president; 
John Lee Smith, first vice-president; 
R. E. Sorrell, second vice-president; 
Mrs. J. I. Armstrong, secretary and 
treasurer; Dr. Bassel N. Blanton, 
medical director, and John S. Rudd, 
Jr., consulting actuary. The company 
writes life, accident and hospitaliza- 
tion. Head of the accident and hospi- 
talization department is John H. 
Miles. 


Maat 


— — 


For Prospects with 
HEAVY 
RESPONSIBILITIES 


we write 
LEVEL TERM 


plus 


REDUCING TERM 


on 


WHOLE LIFE BASE 


For example at age 30 
$62,650 INITIAL PROTECTION 


(Protection reduces for 20 years 


ANNUAL PREMIUM $379.60 


(Premium reduces after 20 yeors 


Our Local Managers 
Invite Brokerage Inquiries 


LIFE 


Insurance Company 


of 
VIRGINIA 


Established 1871 
Richmond, Va. 


Robert E. Henley, President 

















THE SPECTATOR, August, 1950—35 








TAX ANALYSIS. 





Indirect Payment of Premiums 


By FORREST L. MORTON 
Analyst and Adviser in Estate and Tax Matters 


INCE the enactment of the 

Revenue Act of 1942, life in- 
surance proceeds have been in- 
cludible in the taxable estate of 
the insured for Federal estate tax 
purposes “where he paid, either 
directly or indirectly, all the 
premiums or other consideration 
wherewith the insurance was ac- 
quired, whether or not he made 
the application.” 

This method of taxing life in- 
surance proceeds is purely arbi- 
trary, having no scientific basis, 
and should be condemned as an 
unfair practice, especially when 
compared with the taxable status 
of other forms of property which 
is based primarily on ownership. 

Naturally, such a test of tax- 
ability is bound to produce litiga- 
tion as to just what constitutes 
“indirect payment” of the premi- 
ums, and the Government is not 
going to be inclined to give much 
ground on this point with the 
present need for revenue. 

A recent Tax Court case proves 
this contention. It is the case of 
the Estate of Albert Dudley 
Saunders v. Commissioner, de- 
cided March 31, 1950. 

Mr. Saunders died on September 
18, 1945. In 1932 and 1933, Helen 
Saunders, his wife, had purchased 
five policies of insurance on his 
life, aggregating $55,000, from the 
New England Mutual Life Insur- 
ance Company. She signed the 
applications, was designated as 
the owner-beneficiary, and Mr. 
Saunders possessed none of the 
incidents of ownership. These five 
policies remained in full force and 
effect up to the time of the in- 
sured’s death, when Mrs. Saunders 
received aggregate proceeds of 
$55,540.91. 


Pre-Marital Employment 


Prior to her marriage, Mrs. 
Saunders was employed as a pri- 
vate secretary for the Russell- 
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Sage Foundation, but after her 
marriage, she held no outside 
position. However, at the time 
of her marriage, she had a savings 
account in her separate name with 
the Queens County Savings Bank 
of New York, Flushing Branch, in 
an amount between $3,000 and 
$4,000, and a checking account in 
her own name with the Corn Ex- 
change Bank Trust Company, 
Flushing Branch, in an amount 
somewhere around $200, but no 
other property. Each of the fore- 
going accounts were changed into 
joint accounts with her husband 
after their marriage. 

Mr. Saunders was a construc- 
tion engineer, and for a number 
of years prior to his death, he 
had earned an annual salary, 
apart from bonuses, of $16,000. 
All of the salary he received dur- 
ing his married life was deposited 
in the joint checking account. 

Mr. and Mrs. Saunders were 
married for a period of approxi- 
mately twenty-seven years prior 
to his death, and all deposits in 
the joint checking account were 
made by Mrs. Saunders, even 
though almost all of them con- 
stituted his funds. She likewise 
drew checks on the joint account 
for the payment of household ex- 
penses and for the education of 
their children, as well as for the 
payment of the premiums on the 
five life insurance policies. From 
January 10, 1941, when the “pre- 
mium-payment” test became effec- 
tive, until Mr. Saunders’ death, 
Mrs. Saunders paid all of the pre- 
miums on these five policies, and, 
in every instance but one, she 
accomplished this by check. Mr. 
Saunders never specifically fur- 
nished her with money with which 
to meet these premiums. 

The Court then traces a number 
of important deposits and with- 
drawals as follows: 

“From January 10, 1941, until 
decedent’s death on September 


18, 1945, the total amount of 
premiums paid on the insurance 
policies was $8,757.85. Of this 
total $7,587.45 was paid by 
checks on the joint checking 
account of decedent and his 
wife between January 10, 1941 
and July 5, 1945, $335.30 was 
paid from untraced sources in 
January, 1943, and $835.10 was 
paid from a joint checking ac- 
count in the name of Mrs. 
Saunders and her daughter. 
Audrey Saunders, from July 5, 
1945, until September 18, 1945. 

“At various times Helen 
Saunders deposited miscellane- 
ous funds of an indeterminate 
amount in the joint checking 
account of herself and her hus- 
band from her own _  invest- 
ments. In addition she made 
two identifiable deposits. In 
January, 1941, she bought a 
senior interest in a first mort- 
gage on certain realty’ in 
Queens County, New York, for 
$3,500. The purchase money 
consisted of $198.97 from her 
separate savings and $3,301.03 
from her husband in the form 
of gifts. She received $3,745.56 
on this investment September 
10, 1943, when the mortgage 
indebtedness was paid off. This 
entire sum was deposited by 
her in the joint checking ac- 
count at the Corn Exchange 
Bank Trust Company on the 
same day she received it. The 
balance in the account prior to 
this deposit was $1,672.72. 

“In the period from Septem- 
ber 10, 1943, until July 5, 1945, 
a total of $2,874.20 was with- 
drawn by Helen Saunders from 
the joint checking account of 
her husband and herself for 
the payment of insurance pre- 
miums. The last withdrawal 
for this purpose was made on 
March 15, 1945. During this 
period bonus payments of de- 
cedent in the aggregate amount 
of $4,454.44 were deposited in 
the joint account, $4,250 of 
which was withdrawn for the 
purchase of United States 
bonds. In this same period un- 
identified deposits to the joint 
account were made in the total 
amount of $43,195.26, while un- 
identified withdrawals amoun'- 
ed to $46,030.68. 

“The source of Helen Saund- 
ers’ other identifiable deposi’. 
amounting to $2,500, was a gilt 
decedent made to his wife in 
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The doctor advises a patient about 


IGH BLOOD PRESSURE 





DOCTOR: “Your recent physical exam- 
ination showed that you are in good 
condition, although your blood pressure 
is up. Additional tests and examinations 
I have made indicate that you have 
uncomplicated high blood pressure. This 
means that no underlying diseases or 
infections are causing your condition. 
“Actually, high blood pressure, or 
hypertension, may be slight, moderate, 
or severe. Even when it is severe, many 
people continue to lead active, normal 
lives for many years simply by follow- 
ing the doctor’s advice and by adopting 
healthful living habits.” 
PATIENT: “Just what is high blood 
pressure?’’ 
DOCTOR: “It is a condition that results 
when the blood flowing through the 
body’s small vessels meets increased re- 
sistance. This is usually brought about 
by the narrowing of these small vessels. 
This narrowing may occur in response 
to emotional or other factors. 
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“‘Everybody’s blood pressure varies 
from time to time. However, when these 
blood vessels remain constantly tight- 
ened up, persistent high blood pressure 
results.”’ 


PATIENT: “‘How does high blood pres- 
sure cause harm?”’ 


DOCTOR: “Mainly by placing an addi- 
tional strain on the heart and blood 
vessels. This, in turn, causes enlarge- 
ment of the left ventricle of the heart. 
As a result, the efficiency of the heart’s 
chief pumping chamber is lessened. 
Then, too, the arteries wear out sooner 
than they would if the blood pressure 
were normal.”’ 


PATIENT: “I understand. Now, Doctor, 
what can I do to help myself?” 


DOCTOR: “First, learn to avoid worry 
and mental strain. For example, if there 
are situations which always upset you, 
make a special effort to avoid them. 
Slow down—go through your daily 





This advertisement is one of a continuing series spon- | 
sored by Metropolitan in the interest of our national ; 
health and welfare. It is appearing in two colors in maga- 
zines with a total circulation in excess of 34,000,000 in- H 
cluding Collier’s, Time, Newsweek, Saturday Evening 
Post, Ladies’ Home Journal, Good Housekeeping, Cosmo- 
politan, McCall’s, American Magazine, Woman’s Home 
Companion, National Geographic, Parents’, and Redbook. 
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routine without undue fuss or hurry. 
The calmer you become, the more your 
blood vessels tend to relax—and thus 
help to lower your blood pressure. You 
must also get your weight down to what 
is normal for you and keep it there, you 
must get plenty of sleep and rest, and you 
must not neglect having periodic health 
examinations.”” 


PATIENT: “What about the new treat- 
ments . . . special diets and drugs?” 


DOCTOR: “In selected cases, the newer 
forms of treatment are often helpful. 
Some of the newer drugs may be helpful 
in many cases, but owing to the wide 
variation in the causes of high blood 
pressure, these should only be taken 


‘with the advice of your physician. Va- 


rious diets in which salt, protein, and 
fats are restricted have often benefited 
some patients. But in your case, like 
many others, simple common sense treat- 
ment usually produces good results.” 


ie ina sr 
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September, 1943. At that time 
he gave her a signed with- 
drawal slip on an _ account 
“Albert D. Saunders in trust 
for Helen S. Saunders” carried 
at the Queens County Savings 
Bank in the amount of $2,500 
so she could buy a fur coat. 
She placed the withdrawal slip 
in her safe deposit box. On 
July 2, 1945, she presented it 
to the Queens County Savings 
Bank and received a check for 
$2,500 which she deposited in 
the joint checking account on 
the same day. At the time of 
this deposit the balance in the 
joint checking account was 
$273.10. Withdrawals on and 
after July 2 through July 5, 
1945, totalled $360. 

“On July 5, 1945, decedent’s 
wife closed out the joint check- 
ing account of Albert Dudley 
Saunders and Helen S. Saund- 
ers and placed the balance of 

, $2,413.10 in a new checking ac- 
count at the same bank in the 
joint names of herself and her 
daughter, Audrey Saunders. 
The latter never made any de- 
posits to the new account. Be- 
tween July 5 and September 18, 
1945, three checks drawn by 
Helen Saunders for the pay- 
ment of three insurance pre- 
miums totaling $835.10 were 
charged against the new check- 
ing account.” 

In order to understand the 
effect of the Tax Court’s decision 


in this case, it must be remem- 
bered that the five policies of in- 
surance in question were applied 
for by the insured’s wife and were 
absolutely owned by her. The de- 
cedent never had any incidents 
of ownership in the contracts 
after they were purchased in 1932 
and 1933. Hence, even if the in- 
sured had paid all of the premiums 
directly, only that portion of the 
entire proceeds would have been 
taxable in his estate as would be 
represented by the proportion of 
the premiums paid after January 
10, 1941, to the total premiums 
paid during the full term of the 
contracts. The Commissioner of 
Internal Revenue determined that 
the premiums paid after January 
10, 1941, amounted to $8,757.85, 
which resulted in taxable proceeds 
of $20,697.28. Hence, the Com- 
missioner contended that all of 
the premiums paid after January 
10, 1941, were paid “indirectly” 
by the insured. 

The Tax Court did not agree 
with this contention entirely, but 
decided: (1) that only $8,195.85 
represented “indirect premium 
payments” by the insured, and (2) 
that $562.00 represented premi- 
ums paid by his wife out of her 
own funds not contributed by him. 


Court Justifies 


The Tax Court justified this de- 
cision for the following reasons: 


“The principal question for 
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Home Life selection and 
preliminary training 
methods. 


—, 
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Ds MENS | OREM MEK MEK 
PERFORMANCE BOND ia 


Last year, 84 new applicants for a Home Life agent's 
license took the state exams and all passed, on the first 


This is no absolute guarantee of future success but 
it is prima facie evidence of the public service 
potentialities of these new life underwriters and 
a significant testimonial to the effectiveness of 

















our determination in this pro- 
ceeding is what, if any, portion 
of the proceeds of five insur- 
ance policies taken out on ce- 
cedent’s life by his wife were 
includible in his gross estate 
under section 811(g)(a) of the 
Code as amended by section 
402(a)(2) of the Revenue Act 
of 1942. Only the proportion- 
ate part of the proceeds repre- 
sented by premiums paid after 
January 10, 1941, were included 
in decedent’s estate by re- 
spondent (the Commissioner), 
this portion being in the sum 
of $20,697.28 by virtue of sec- 
tion 404(c) of the Revenue Act 
of 1942. The parties agree that 
Helen Saunders applied for the 
policies, that she was named 
the beneficiary of each, and 
that decedent never had any 
incidents of ownership in the 
policies. .Hence, the question 
resolves itself into whether all 
or any portion of the $8,757.85 
expended for the payment of 
premiums on the five insurance 
policies between January 10, 
1941, and September 18, 1945, 
the date of decedent’s death, 
were paid directly or indirectly 
by decedent. It is clear that of 
this total amount, $7,587.45 was 
paid by checks drawn by Helen 
Saunders upon the joint check- 
ing account of decedent and 
herself between January 10, 
1941, and July 5, 1945, $335.30 





ELECTED: George L. Langreth, © 

vice-president of Reliance Life, Pitts- 

burgh. A former partner in the New 

York investment firm of Wow', 

Struthers & Co., Mr. Langreth wiil © 

in charge of Reliance investment op< 
ations 





























was paid from untraced sources 
in January, 1943, and $835.10 
was paid after July 5, 1945, by 
checks drawn by Helen Saunders 
which were charged against the 
joint checking account of her 
daughter, Audry Saunders, and 
herself. 

“Petitioner contends that 
since Helen Saunders made two 
specific contributions of $3,- 
745.56 and $2,500 to the joint 
checking account of her hus- 
band and herself as well as 
numerous others of indetermi- 
nate amount, by reason of the 
fact the funds of decedent and 
his wife were completely com- 
mingled in this account, be- 
cause decedent never desig- 
nated any funds to be expended 
for insurance premiums, and 
from the fact his wife was the 
owner of the policies and solely 
responsible for the payment of 
premiums, that therefore none 
of the premium payments from 
January 10, 1941, to September 
18, 1945, were made directly or 
indirectly by decedent. 

“Respondent, on the other 
hand, states that decedent con- 
tributed practically all of the 
funds which went into the joint 
checking account he had with 
his wife and which also formed 
the opening balance in the sub- 
sequent joint checking account 
of Helen Saunders and Audrey 
Saunders. He further asserts 
that the identifiable contribu- 
tions of decedent’s wife to the 
joint checking account of her 
husband and herself cannot 
be traced to the insurance pre- 
mium payments. .Under these 
circumstances, respondent 
claims that all the premium 
payments totaling $8,757.85 
made between January 10, 1941, 
and September 18, 1945, were 
paid indirectly by decedent 
within the meaning of section 
811(g)(2) of the Code, as 
amended. 

“We are convinced that de- 
cedent did not directly pay any 
of the premiums on the five in- 
surance policies from January 
10, 1941 until the time of his 
death since all but one. were 
met with checks drawn by 
Helen Saunders and there is no 
evidence that he made this one 
cash payment of a premium 
or furnished the money there- 
for. 

“Section 811(g2)(2) does not 
define what constitutes an indi- 





rect payment by a decedent. 
Regulations 105, section 81.27, 
(as amended by T. D. 5239, 
March 10, 1943) states that ‘the 
phrase “paid indirectly by the 
decedent” is intended to be 
broad in scope.’ Authority for 
this interpretation of the 
statute is expressed in the 
House Report on the Revenue 
Act of 1942 (H.R. No. 2333, 77th 
Cong. Ist Sess.) which states in 
part, 1942 C. B.—2, page 491: 
“‘Payments of premiums or 
other consideration by the de- 
cedent include payments made 
by him directly or indirectly. 
This provision is intended to 
prevent avoidance of the estate 
tax and should be construed in 
accordance with this objec- 
tre. © & © 
Neither the examples given 
in the regulations nor in the 
House Report cover the specific 
factual situation in the present 
proceeding. No case has been 
cited to us by the parties which 
deals with payment of insur- 
ance premiums by the wife of 


an insured decedent from their 
joint checking account in the 
light of section 811(g)(2), as 
amended by the Revenue Act of 
1942, and we have found none. 
However, in Rule v. United 
States, 63 Fed. Supp. 351 * * *, 
basically the same factual sit- 
uation was considered under 
section 302 (g) of the Revenue 
Act of 1926. The applicable 
Treasury Regulations inter- 
preting this statute * * * pro- 
vided, so far as here material, 
that 

“«k * * Insurance receivable 
by beneficiaries other than the 
estate is considered to have 
been taken out by the decedent 
where he paid, either directly 
or indirectly, all the premiums 
or other consideration where- 
with the insurance was ac- 
quired, whether or not he made 
the application. * * * 
Thus, the same question was 
posed in that case as in our 
own, namely, to what extent 
payments of premium from a 
joint bank account constitute 
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EXHIBIT: A full-scale model of Prudential’s original basement office. 
built against a montage of its present office buildings, is a feature of the 
historical exhibit commemorating the company’s 75th anniversary. Inside 
the office are the original desk and chair used by John F. Dryden, founder 
of the Prudential, and several of the company’s early ledgers and records. 
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indirect payments by the dece- 
dent. The Court there stated: 
“«* * * If the insurance pre- 
miums were paid out of jointly- 
owned property (joint tenancy 
bank account), as we think they 
were, then the surviving widow 
can only be said to have taken 
them out to the extent to which 
she can prove that they were 
paid out of property originally 
owned by her; * * *” 
Similarly, in the instant case, 
we think it must be held that 


the premiums paid on the insur- 
ance policies were indirectly 
paid by decedent except where 
it is shown they were paid out 
of funds which were his wife’s 
separate property prior to de- 
posit in the joint checking ac- 
count.” 

The Tax Court arrived at 
$562.00 as the amount directly 
paid by Mrs. Saunders toward the 
insurance premiums — and not 
paid indirectly by the insured— 
in the following manner: 





- INSURANCE is bought, 
not because someone will die, but 
because someone else will continue 
to live. How it meets the needs of 
that someone who will live is the 
acid test. 


Example: Is the Family Income 
period based on the insured’s age, 
or the beneficiary's needs ? Income 
to the insured’s age 65 will hardly 
protect a widow who was ten years 
younger than her husband. 


That's why Occidental’s Family 
Income is written for amy income pe- 
riod of 10 to 50 years. It was designed 
for that person who will live. 


Life 


INSURANCE COMPANY of CALIFORNIA 


V. H. JENKINS, Senior Vice President 


“WE PAY AGENTS LIFETIME RENEWALS... THEY LAST AS LONG AS YOU DO” 
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Mr. Sounders gave his wife 
$2,500.00 so that she might pur- 
chase a fur coat. She did not pur- 
chase the coat, but later, on Jul) 
2, 1945, deposited this gift in th 
joint checking account, at which 
time the account had a balance o 
only $273.10. Withdrawals 0! 
$360.00 were made between July 2 
and July 5, 1945, leaving a ba!- 
ance of $2,413.10, at which time 
the account was closed and a new 
joint checking account was opened 
by Mrs. Saunders and her daugh- 
ter, Audrey. Assuming that the 
$360.00 of withdrawals came from 
the $2,500.00 deposited by Mrs. 
Saunders, the contribution of the 
insured-decedent to the new 
checking account could not have 
exceeded $273.10, the balance as 
of July 2, 1945. Insurance pre- 
miums of $835.10 were charged 
against the new checking account 
between July 5 and September 18, 
1945. Thus it was held that Mrs. 
Saunders paid $562.00 out of her 
own funds, not contributed by the 
insured,—$835.10 minus $273.10. 

Mrs. Saunders received no ad- 
vantage for the following deposits 
made by her in the original joint 
checking account: $200.00 which 
was in her own separate account 
before her marriage, and $3,745.56 
which she contributed to the joint 
checking account on September 10, 
1943 from the mortgage. 

Had she retained these amounts 
in her own separate account and 
used them toward the payment of 
the life insurance premiums, it is 
quite probable that the Tax Court 
would have held that she had paid 
the premiums out of her own sep- 
arate funds which were not given 
to her by the insured for that par- 
ticular purpose. Simply because 
she deposited them in a_ joint 
checking account with her hus- 
band they lost their identity as 
separate funds. It should also be 
kept in mind that had Mrs. Saun- 
ders retained these funds as sep- 
arate property, they would never 
have been subject to tax as a part 
of the estate of her husband, but, 
merely because she put them in a 
joint checking account and used 
them to pay life insurance pre- 
miums, the proceeds were propor- 
tionately taxed in the estate of her 
husband. Certainly, this is arbi- 
trary taxation. 


Important Considerations 


Two points brought out in this 
decision of the Tax Court are of 
special interest: 
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(1) It would appear that if life 
insurance premiums are paid out 
cf property jointly owned by the 
insured and the beneficiary-owner 
of the policies, such premiums 
will be considered as having been 
indirectly paid by the insured. 
The decision seems to indicate 
that if premium payments can be 
definitely traced to contributions 
of separate property of the bene- 
ficiary-owner to the jointly owned 
property, the situation might be 
otherwise. However, this raises 
but a faint hope, and it would be 
much more advisable to keep away 
from joint ownerships if direct 
payment by the insured is to be 
avoided. 

(2) It would appear that the 
beneficiary-owner of the policies 
could use gifts from the insured 
for the purpose of paying the pre- 
miums and thus avoid indirect 
payment by the insured, if it can 
be definitely established that the 
gift was not made for the purpose 
of paying the premiums. Note the 
gift of $2,500 for a fur coat, 
$562.00 of which was considered 
not to be an indirect payment by 
the husband. Again, this raises a 
very faint hope, for the Commis- 
sioner of Internal Revenue is cer- 
tainly going to be on the alert for 
subterfuges, and this means liti- 
gation—right or wrong. 

The only conclusion to be 
reached is that the present pro- 
vision of the law taxing life insur- 
ance proceeds on the “premium- 
payment” test should be repealed 
as arbitrary, unscientific and ex- 
tremely unfair. 


COMPANY NOTES 
(Concluded from page 29) 


the company’s public relations 
division . . . the magazine will go 
to some 40,000 policyholders in 
selected territories throughout the 
United States and the response 
received will determine if “Policy- 
holder News” is to become a per- 


manent means of maintaining 
friendly and informal contact 
with the people the company 
serves. 


New business written by the 
Equitable Life Assurance Society 
during the first six months of 1950 
amounted to $574,084,335, bring- 
ing its insurance in force at mid- 
year to $14,454,569,023, a record 
high . . . total assets are now 
$5,435,000,000, also an all-time 
high. 

Assets of the Northwestern 
Mutual Life passed the $2% bil- 
lion mark during the first six 
months of 1950, and the insurance 
in force of $6 billion on 1,394,645 
policies also reached a new high 

.. sales for the half year amount- 
ed to $212,665,832, which was 
slightly ahead of last year. 

Walter G. Nelson, Jr., was elect- 
ed general counsel of the National 
Life of Vermont. ... Mr. Nelson 
succeeds Deane C. Davis, elected 
president of the company in April. 

New business at Penn Mutual 
totaled $128,991,361 for the first 
half of 1950... insurance in force 
reached an all-time high of $2,- 
834,552,593 as of June 30... total 
assets amounted to an estimated 
$1,271,000,000 compared with $1,- 


RETAIL TRADE TREND 


IS TO SMALLER CENTERS 





BIG CITIES 
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29% 171% 





SOURCE: U.S. Bureau of Census 


Percentage Distribution Shifts of Last Two Decades 
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PREPARED BY INSTITUTE OF LIFE INSURANCE 





210,000,000 as of June 30, 1949. 

W. J. Monckton was appointed 
assistant controller of United 
States Life. ... He was formerly 
manager of the planning and 
methods department. 

Charles H. Schaaf was elected 
agency vice-president of the 
Massachusetts Mutual... . Harri- 
son B. Clapp was elected secre- 
tary. 





CHAIRMAN: Henry M. Kennedy, The 
Prudential’s director of advertising 
and publications, will be the general 
chairman of the Life Insurance Adver- 
tisers Association’s annual meeting. 
Sessions will be held from October 
23rd through 25th at the Claridge 
Hotel, Atlantic City, N. J. 














FAMILY SECURITY 


Boston Mutual Programs are 
created from our Modern Policy 
Series with the same rrofessional 
skill and care that fashioned this 
Colonial Sign. 


JAY R. BENTON, President 
Boston, Mass. 
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Ml WY HEN a company outgrows 

its insurance”’ is the title 
of the sales discussion presented 
by Harry R. Schultz, C.L.U., Chi- 
cago agent for the Mutual Life 
of N. Y. 


ERE is a business case that 
i didn’t fit the books. 

Normally, where two or 
more stockholders want to provide 
a buy and sell agreement for pur- 
chase of corporate stock upon the 
death of either of them, they can 
do it in one of two ways: 


One, set up an agreement which 
provides that on the death of one 
stockholder, the surviving stock- 
holder or stockholders will purchase 
stock of the decedent under a pre- 
arranged plan; or Two, the stock- 
holders and the corporation can 
agree that upon the death of one 
stockholder, the corporation will 
buy back the stock of the decedent 
as treasury stock under a pre-ar- 
ranged plan. 

“The case that didn’t fit the 
books,” involved two brothers, both 
married, who held all the stock in 
a highly successful and rapidly 
growing retail business. Several 


years ago, each brother had bought 
life insurance to fund a stock pur- 
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chase agreement which was ade- 
quate at the time it was made. But 
in recent years their business had 
expanded to a point where the com- 
pany had outgrown the agreement, 
and both men recognized that a 
considerable problem would now 
arise at the death of either brother. 

When they consulted their attor- 
ney, one of a number in Chicago 
with whom I maintain a close and 
friendly relationship, he suggested 
that I be invited into the case. The 
result was a four-way discussion 
between the principals, the attor- 
ney and myself. 

In determining the facts of the 
situation at the start, I found that 
there was in force on each life, 
$100,000 of life insurance wholly 
owned by the other. On the sur- 
face, this appeared inadequate 
since a Dun & Bradstreet Report 
previously obtained had shown that 
the business had a net worth of 
almost half-a-million dollars. Yet 
this insurance was the only means 
of funding the stock purchase 
agreement. 

After considerable discussion, 
the principals readily agreed that 
this amount of money, whether in 
life insurance or any other form 
of property, would not be adequate. 
We then began to figure out just 





how, when, and at what value the 
should best be trans- 


business 
ferred. All agreed that an addi- 
tional $200,000 would be needed t» 
do the job. But in view of in- 
creased living costs, plus the 
brothers’ personal income tax rate, 
it became apparent at once that it 
would be extremely difficult, if not 
impossible, for the owners to buy 
the additional] life insurance them- 
selves. 


A Suggestion 


As the discussion progressed, the 
suggestion was made that any 
further funding by life insurance 
or otherwise be done through pur- 
chases by the corporation on the 
lives of the owners. The owners 
then suggested that perhaps the 
original policies could also be sold 
to the corporation. But that idea 
was immediately ruled out to avoid 
any question of “22-B-2.” (The 
rule subjecting to income tax poli- 
cies transferred for value.) 


At that point, I would not have 
wagered much on my chances of 
making a life insurance sale. Ac- 
cording to the “books” and the his- 
tory of such cases, it looked as 
though the only solution to the 
problem was a self-defeating one. 
Yet for the brothers’ sake, some- 
thing had to be done. 


Then an idea occurred to me that 
seemed to offer a satisfactory solu- 
tion to the problem within the lim- 
its of the brothers’ earning power. 

It was this: Why not, at the 
death of one of the stockholders, 
have the corporation buy back one 
half of the stock and have the re- 
maining stockholder purchase the 
other half? 


To carry out this plan, it would 
be necessary for the corporation to 
buy $100,000 on the life of each 
of the two stockholders. And the 
original $100,000 on each life 
would not have to be disturbed. The 
attorney agreed that the idea was 
sound and that one trust agreement 
could be drawn to include both th: 
corporation itself and the _ stock- 
holders as parties to the agree- 
ment. It should be noted that in de 
veloping this solution to the prob- 
lem, the attorney carefully consid 
ered the possible application © 





TOT TT 


ay eetae—oees 


eer, 





HOW OUTSTANDING LIFAC 


Sec 
app 
of : 
sho 
by 
Y 
thot 
hyb 
bine 
tom 
pur 
wit] 
own 
amo 
Whi: 
plar 
$10¢ 
deat 
use 
dece 
corp 
wou 
insu 
life, 
back 
trea: 
Si 
payr 
the « 
ultin 
ment 
torn 
ance 
stock 
leavi 
bala 
brot] 


Th 
agail 
hand 
cases 

(1 
sary 
ance 
in its 
gaini 

(2 
possi 
tiona 
perso 
ble to 
a pal 
comb’ 
by th 
ina. 

(3) 

stock 
actua, 
thing: 


5 simp. 











the 
ns- 
di- 
to 
in- 
the 
te, 
it 
10t 
uy 
m- 


‘8, 





Section 102 (the corporation tax 
applying to improper accumulation 
of surplus). Similar consideration 
should be given to any similar case 
by the attorney for the client. 

You will see at once that our 
thought was directed toward a 
hybrid agreement that would com- 
bine the features of the two cus 
tomary ways for setting up stock 
purchase arrangements; that is, 
with some of the life insurance 
owned by the individuals and a like 
amount owned by the corporation. 
What we did then was to arrange a 
plan whereby each individual had 
$100,000 of life insurance at the 
death of the other, which he would 
use to purchase one-half of the 
deceased brother’s total stock. The 
corporation, at the same _ time, 
would own another $100,000 of life 
insurance on the deceased brother’s 
life, which would be used to buy 
back the other half of total stock as 
treasury stock. 

Since the additional premium 
payment was not too difficult for 
the corporation to pay, the sale was 
ultimately completed. An agree- 
ment was then drawn up by the at- 
torney, and it, with the life insur- 
ance, provided for payment of 
stock in advance at minimum cost, 
leaving only a small outstanding 
balance due should death of either 
brother occur. 


Three Points 


This case focused my attention 
again on three important points in 
handling such business insurance 
cases. They are: 

(1) That it is not always neces- 
sary to disturb the present insur- 
ance owned by stockholders, which 
in itself is frequently a big asset in 


} gaining their confidence. 


PT 


(2) Where it is difficult or im- 
possible for individuals to buy addi- 
tional insurance because of their 
personal situation, it is often possi- 
ble to have the corporation purchase 
a part of the insurance, and to 
combine the total insurance owned 
by the corporation and individuals 


y in a single trust agreement. 





(3) That the most complicated 
stock purchase plan in the world is 
actually made up of a lot of simple 
things which point the way to a 
simple solution. To find it, you 


need only understand clearly the 
various ways of setting up business 
insurance agreements so that when 
necessary, you can offer a solution 
that may not appear “in the books.” 


Harry R. Schultz, C.L.U. 
Mutual Life of N. Y. 


PLAIN HINTS 


OT all your work is done when 

you have put the business on 
the books. You should help keep 
it there. The enormous amount 
of insurance lapsed or surren- 
dered on first or second anniver- 
sary calls for personal work on 
your part. See your policyholders 
as often as you can without annoy- 
ing. Send them items of interest 
and value about insurance and the 
company you represent—need of 


protection—importance of sav- 
ing, etc. 
ERE are two rules: (1) Write 


it right. (2) Stick to it until 
it sticks. Some people (not many) 


FAGENTS ARE SELLING NOW 


are like a grate fire—need poking 
to get best results. If you keep 
in touch with your old policy- 
holders you will double up many 
of them—and stir up their rela- 
tives, neighbors and friends. 


HE right approach in making 

a sale is two-thirds of the whole 
transaction. There are so many 
ways, depending upon men, cir- 
cumstances, surroundings, etc., 
that it would take volumes to 
enumerate and explain them. No 
set rule can be made. You will 
need the “open vision,” the pros- 
pect in the right frame of mind— 
not worried or too busy, etc. The 
proper environment must be 
studied—and used. 


OUR company—you have 

chosen a good one. Know it. 
Read the circulars it puts out— 
study its policy contracts—that 
rate book, too. You should know 
the company’s history, its record, 
its financial standing, its assets— 
how invested, its liberal features, 
its growth, dividend history, the 
personnel of its home office, etc., etc. 




















3 S, 
EEN 


OMNSO 








MAILLION DOLLAR PRODUCERS PANEL 


i as 


civ 


= 





aS 





| 


























(yada 


"We're wondering if Miss Brown couldn't give us some helpful hint as 
to the reason for her success." 
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142. Changeable Sign 


Change a window advertising 
message in a matter of seconds 
with this new display sign that has 
interchangeable neon letters. In 
the usual neon sign, if a break oc- 





curs, the whole circuit of lettering 
must be replaced. In this new-type 
sign, only the broken letter need 
be replaced. Plug the letters in 
like radio tubes. Choice of five 
colors. For 110 volt, AC current. 


143. Office Stands 


Two office machine stands, each 
with special features, are now 
available and both are said to re- 
duce the probability of costly ac- 
cidents. 

The Tusco stand is designed for 
electric typewriters and has a 
simple elevating device The man- 
ufacturer claims the stand cannot 
be upset and the addition of an 
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Tue Spectator Lire INsuRANCE IN ACTION 


Please send me further information on the following: 


(ciTY) 


the showcase 


A QUICK WINDOW SHOPPING TOUR OF ITEMS THAT 
WILL PROVE PROFITABLE TO YOUR BUSINESS 


adjustable ball foot provides com- 
pensation for uneven floors. 

The DeLuxe Cramer Office Ma- 
chine Stand according to the pro- 
ducer has a lever which locks the 
stand to the floor. The lock is en- 
cased in safety domes and when 
used retracts the casters of the 
stand leaving the stand firmly en- 
trenched upon the safety domes. 
An action lever elevates the stand 
even with a 300 pound machine. 
Stand for use with typewriters 
and other machines. 


144. Beoklet on Files 


Remington Rand’s new line of 
low-priced “Revere” file cabinets 
is described in a free booklet just 
issued by the company. 

The files are said to feature 
many of ths same advantages 
found in the premium-grade 
“Aristocrat” cabinets, but are de- 
signed for filing operations in 
which economy is a major factor. 

Available in three, four, or five 
drawer cabinets, letter or legal 
sized drawers, the files can be 
equipped with Flexi-File which is 
a unique system of linen “ham- 
mocks” which prevent filed papers 
from slumping. 


Your Title 
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145. New Type Duplicator 

The Duplicopy liquid duplicator 
provides up to 300 copies direct 
from the original typing, drawing 
or printing, and originals may be 
saved and re-used at a later date. 





Four colors may be reproduced 
at the same time and it is claimed 
that Duplicopy’s “Magic Fluid 
Flow” assures automatic troubles 
free moistening of the copy sheet. 

The process is said to be fast, 
clean, simple and _ economical, 
since no inks, stencils, nor gela- 
tins are used. Free folder. 


146. Ready Carbons 


Made up for use with your let- 
terhead, Ready Carbon Letter Sets 
are claimed to eliminate assem- 
bling, inserting and aligning du- 
plicate letter sheets and carbons. 
The sets are said to cost less than 
the same amount of second sheets 
and carbons. 

Sets are available depending on 
individual needs: one to several 
copies. Prices and samples on re- 
quest. 


147. Tri-coler Pen 


“Tritone” is a pen introduced 
by Flo-Ball that writes red, blue or 
green—without any retracting or 
moving parts. The plan is said to 
switch from one ink color to an- 
other by merely being turned in 
the writer’s fingers. There is no 
pushing or pulling _ involved. 
Priced at $2.50 with color refills 
at 50¢ each. 
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The Guardian 


EW changes and additions to 
the disability provisions and 


term insurance policies of The 


} Guardian Life, N. Y. C., effective 


July 1, have been announced. 

Now, under the waiver and in- 
come provision, in addition to pay- 
ing monthly disability income of 
$10 per $1,000 face amount to age 
65, the policy then matures as an 
endowment for the full face amount, 
payable in cash or under a special 
cash refund life income option 
based on a disabled life settlement 
option table. 

The company’s provision will in- 
clude a modern definition of “total 
disability,” based on current claim 
practice and recent court decisions. 


} The new definition reads: “Total 


disability within the meaning of 
this contract is incapacity of the 
insured resulting solely from bodily 
injury or disease which prevents 
him from performing substantially 
all of the work pertaining to his oc- 
cupation or any other occupation 
for which he is or may be suited 
by education, training or experi- 
ence.” The so-called presumptive or 
ber se disabilities (loss of the use 
of both arms, legs, blindness, etc.) 
are also recognized by the company 
as total disabilities. The new defi- 
nition does not apply in the State 
of Massachusetts. 

Coverage is now provided to age 
55 for the income and maturity 
benefits, and to age 60 for the 
Waiver benefit. Premiums for the 
combined premium waiver and 
monthly income benefit cease at age 
55 in spite of the continuation of 
Waiver coverage to age 60. The new 
issue ages for Waiver and Income 


(W-I) coverage are 15 to 50 inclu- 
sive. The average addition to divi- 
dends on policies with W-I benefits 
is expected to be between 20% and 
25% of the W-I premium. The 
minimum policy Guardian will write 
with the disability income provision 
is $2,500. 


Waiver of Premium Benefit Only 


Guardian’s new application forms 
now provide that waiver of pre- 
mium will be issued automatically 
where the insured is between the 
ages of 15 to 55 inclusive and where 
the life insurance is issued at a 
standard (or preferred) rate, un- 
less it is specifically indicated in the 
application that the waiver of pre- 
mium benefit is not desired. 

Rates for the waiver benefit have 
been sharply reduced, and waiver- 
only coverage is now available to 
women (including married women 
and those not gainfully employed) 
with coverage to age 60, at the same 
rates as for men. 

Waiver benefits are now issued on 
all forms of Term insurance. This 
provision states that, in the event 
of permanent and total disability, 


= 
Saw 


the term premiums will be waived 
until the end of the conversion 
period at which time, assuming 
continuance of disability, the policy 
will be automatically converted to 
the Ordinary Life plan and the pre- 
miums on that plan waived. 
Disability income benefits are 


now available with all of Guardian’s 
convertible Term insurance policies. 
When claims occur during the Term 
period and before age 55, the dis- 
ability income benefit (considering 
the conversion to Ordinary Life fea- 
ture) provides an income to age 65, 
and then maturity of the face 
amount of life insurance as an en- 
dowment. 


The New Term Program 


Principal additions to Guardian’s 
Term program are two new low- 
premium term insurance policies: 
20-Year Term, and Term to Age 70. 
Premiums on 5, 10 and 15-Year 
Term have been reduced, and all 
Term plans will be convertible on 
the attained age basis for the full 
term period, but not beyond age 65. 

The new lower rates and revised 
premium and dividend scales for all 
Term plans have been made pos- 
sible by the institution of higher 
minimum amounts. A $5,000 mini- 
mum-size policy has been adopted 
for the 5-Year Automatic Converti- 
ble Term plan, and a $10,000 mini- 
mum for the 10, 15 and 20-Year 
and Term to Age 70 plans. Term 
dividends are now level for all 
durations. 


Family Income Benefits 
Family Income benefit is now 
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available with all of Guardian’s 


Family Guardian 20. The conver- 


tection contracts are designed to 


Gr 


regular plans for either $10 or $20 sion period on Family Guardian 20 take care of needs disclosed by the § bri 
per month per $1,000 of face and 65 policies has been revised to company’s “insured income” pro- | fer 
amount. The $10 benefit will be is- | conform with the rule for regular | gram for policyholders. The income [ up 
sued with the Family Guardian poli- Term insurance. protection policy provides monthly | cir 
cies, and no Family Income is issued wr can for hary age ee of a om 
on straight Term plan " - selected period, plus either a sma ris 
gage <scelanoe The cn hacene Mutual Life clean-up fund or an additional in- I 
present $2,000 minimum basic pol- HE Mutual Life of N. Y. has an- come for readjustment. The mort- lect 
icy requirement, the minimum $20 nounced three new term insur- gage protection plan permits cov- | eX! 
benefit requirement and issue ages ance plans. The new plans, issued erage of mortgage debt outstand- [ Cos 
remain the same. at ages 20 through 50, include a ing, plus a small amount for meet- | by 
mortgage protection policy, an in- ing pre-payment charges. rat 
Downward Revision come protection policy, and a double _The double protection rider _ av 
Premiums have been revised Protection rider for endowment and vides ten-year level term coverage, | on 
‘ with the privilege of adding an- ] oth 
downward and now run for the full gear pagoda agate other rider at the end of ten years. | the 
period of the coverage instead of Verted to sige eee ceres in most It is issued only at the same time | cla 
ceasing three years prior to expiry yi % ony Ume whem they are in as the base policy, which must be 7 
of the Family Income period, as force. for $2,000 or more on the endow- } anr 
formerly was the case. There is also _ The mortgage and income protec- ant or life plan (except five-year | mo 
provision for attained age conver- tion contracts, providing decreasing modified life) with premiums pay- abi 
sion of the full commuted risk value term insurance, are issued for any _—abje for at least 20 years or to age | on 
up to five years from the ex- number of years from 15 up, but 65. It provides an amount of in- | per 
piry date (minimum convertible, not running beyond age 65. They surance equal to the face amount } pol: 
$2,000). are issued on a unit basis, except of the base policy. anc 
A new Family Guardian 70 pol- that $25 yA ose eg , mit 
icy has been added (convertible to premium. olcynoiders will par- ° ; of 1 
a 65, with $5,000 minimum and __ ticipate in dividend distributions The Great-West Life, Can. ond 
all special benefits available). Other beginning only after the end of the HE Great-West Life has an- | pay 
changes in Family Guardian plans third policy year. Waiver of pre- nounced a new Women’s Pre- unt 
announced were: Accidental Death mium provisions are available un- ferred Risk policy which is based } con 
and Disability Income benefits are der both new plans. on more favorable mortality as- J] gin 
now issued on the Term portion of The mortgage and income pro- sumptions than any now in use. 


Adventure Daily 


To the trained underwriter every day is an adven- 
ture in human relations. He works with people in 
every walk of life and gives the little fellow just as 
complete attention as the big fellow. 


Because of the work he does in solving the prob- 
lems he meets, and because he so often sees those 
problems finally settled by the payments of claims, 
he keeps on growing in himself. He realizes the 
dignity of his job every time he accepts a first pre- 
mium payment or calls to make the final payment 
on a claim. 


The underwriter is just as much in business for 
himself and just as intimately in business for him- 
self as a professional man is. There is great satisfac- 
tion in human contacts and human interest. There 


are day by day situations and lif si ions. : ‘ 
y by day s o d lifelong situation icc ties Retirement 


The public is increasingly giving acceptance to - Plan. 
the life insurance idea and to the life insurance man, 
the man whose experience tells him what possibili- 
ties the future holds forth with the people he knows 
and the people he will get to know. There is nothing 
intangible about his work. 


Openings in Virginia, West Virginia, . 
| North Carolina, South Carolina, 
; Tennessee and Alabama. For information write: 


| E. DUDLEY COLHOUN, Agencies. 


The PENN MUTUAL 


LIFE INSURANCE COMPANY INSURANCE COMPANY, INC. _ 


VIRGINIA @ PAUL RD. PRE 


{ndependence Square, Philadelphia 
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Great-West is the first company to 
bring out such a policy, and is of- 
fering it in amounts of $10,000 and 
up to those women whose financial 
circumstances require substantial 
insurance and who qualify as seiect 
risks. 

It is anticipated that such se- 
lected women will enjoy a mortality 
experience which will permit a net 
cost lower than that realized now 
by any other group. The premium 
rates, cash values and proposed 
dividends scale will give a net cost 
lower than any of the Company’s 
other plans and it is believed to be 
the best available to this important 
class of buyers. 

The Great-West Life will, it was 
announced, re-enter the $10 per 
month per thousand income dis- 
ability field. The new benefit pays, 
on life plans, a liftime income: $10 
per month per thousand until the 
policy anniversary nearest age 65 
and $5 thereafter, with all pre- 
miums waived from the inception 
of total or permanent disability. On 
endowment and pension plans, it 
pays the same income as life plans 
until the policy endows or pension 
commences. Income payments be- 
gin at the end of the six month, if 


disability occurs before age 55, and, 
in addition, if disability occurs be- 
tween 55 and 60, the waiver of pre- 
mium benefit will apply. The bene- 
fit will be written on male risks 
only, ages 20 to 50 inclusive, and 
may be written non-medically up to 
$50 per month at ages 20 to 40. The 
minimum policy will be $2,000 ini- 
tial insurance. It is especially de- 
signed for professional men, mer- 


FLL TAKE IT 
_—. 








chants, office workers, and those in 
occupations not requiring an extra 
premium for the main benefit. 
Limits of issue and retention will 
be $250 per month. 

Premium rates for the Waiver of 
Premium Disability Benefit have 
been reduced. The main features 
of this benefit are that it is issued 
for ages 15 to 55; disability must 
occur before the policy anniversary 
nearest age 60; disability continu- 
ing six months will be considered 
permanent until contradicted but 
all premiums falling due during dis- 


ability will be waived; and the 
benefit will be available to self-sup- 
porting women at double male 
rates. 

“Double Security Plan” is the 
sales designation of a new series of 
level coverage term riders running 
for periods of 10, 15, and 20 years, 
and to ages 60 to 65. Greater flexi- 
bility of coverage will result and 
permit any standard plan to give 
“double protection” when the rider 
is added. 

The new riders will be available 
at substantially lower cost than 
term contracts purchased sepa- 
rately. They will permit the policy- 
holder to select any one of five 
periods for which he may wish this 
double protection. The minimum 
amount of the rider is $2,500. The 
amount of the rider may not be 
more than that of the basic policy 
to which it is attached. Riders of 
15 years or longer will contain cash 
paid-up and extended insurance 
values. 


Term Rate -Reductions 


Term rates have undergone 
sweeping reductions. The plans 
affected are l-year (renewable 4), 
5-year, 10-year, 15-year, 20-year 











COME TO TENNESSEE 
THIS SUMMER... 


To those of the Life Insurance fraternity 
who have not yet planned their vaca- 
tions, let us: extend a cordial invitation 
to come to Tennessee. 


Playground state of the deep South, 
Tennessee abounds in recreational facil- 
ities, with particularly fine fishing and 
scenic beauty that compares with the 
finest in America. 


Full information may be obtained from 
the Tennessee Department of Conserva- 
tion, Nashville. And if you do come to 
Tennessee, be sure to drop in to see us. 


The NATIONAL LIFE AND 
ACCIDENT INSURANCECO I 
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and Term to age 65. For example, 
the annual premium for a $10,000 
Term to 65 policy, issued at age 35, 
has been reduced from $141.40 to 
$128.80. All term policies are non- 
participating for guaranteed mini- 
mum cost, have liberal conversion 
rights (at attained age or dating 
back), waiver of premium and ac- 
cidental death benefits may be 
added, and they are available to 
women. 

The minimum for yearly renew- 
able term remains at $2,500 but for 
all other plans the minimum policy 
to be issued will be $5,000 or the 
amount purchased by a $50 annual 
premium, whichever is less. 


to $6.38, at age 25. A mortgage re- 
payment plan to cover 25-year mort- 
gages has been introduced as an 
addition to 10, 15 and 20-year cov- 
erages presently available. Pre- 
miums on this plan are payable for 
15 years. The plans are issued to 
substandard risks and provide for 
conversion (within five years of 
issue) of the amount currently in 
effect. 


Juvenile Policy 


“The Estate Builder,” the Great- 
West Life’s most popular juvenile 
plan, which accounts for over 40 per 
cent of the Company’s juvenile busi- 


The improved benefits granted 
under this new coverage offered by 
the Manufacturers Life provides 
for waiver of premium and a 
monthly income of $10.00 per $1,- 
000 to the maturity date of the 
policy, or to the policy anniversary 
nearest age 60, whichever is earlier. 
Where the insurance would ordi- 
narily have been continued beyond 
60 the sum insured will be paid at 
the policy anniversary nearest that 
age if disability is continuous to 
that time. Under the Life Income 
at 65 plan, however, waiver of pre- 
mium and payment of income con- 
tinues during disability, to the 
policy anniversary nearest age 65. 
































A special conversion allowance of _ ness, will now be available from ; ; 

15 per cent of one annual premium birth to age 15 instead of age 11. In order to qualify for monthly Mi 
will now be made on Term policies The present policy calls for an auto- disability income, disability must , 
which do not contain cash values. _matic increase from $1,000 per unit C°™mence before age 55. The new T 
If the policy has a Cash Value, such _to $5,000 per unit at age 21 with- Coverage will be offered to male I 
value will be applied against the out any increase in premium. lives at ages 15 to 50 and to quali- gen 
first premium on the new policy, “ fied female lives at ages 15 to 45 Moe 
with any balance paid in cash to the inclusive. Minimum policy to which Sup 
policyholder. Manufacturers Life the benefit can be added will be $2,- } tion 
Rates have been revised on all 500. Maximum benefits will be one- A 
mortgage repayment plans, and are HE Manufacturers Life Insur- half of the income or $300 monthly, ] tion 
markedly lower in most cases. The ance Company of Toronto, Can- whichever is the lesser, for male } yea 
premium on the 15-year plan, pay- ada, is resuming the sale of income lives and one third of income or ] was 
able for nine years only, has been disability in the United States after $100 monthly whichever is the ]} of 1 
decreased from $7.60 per thousand an absence of eighteen years. lesser for female lives. “p 
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Misrepresentation of Minor in Application 


HERE seems to be a general misconception that a 

minor is never bound by his contract. This, like all 
general rules, has its exceptions. The recent case of 
Modern Woodmen of America vs. Stevens (Arizona 
Supreme Court, June 19, 1950) emphasizes one excep- 
tion. 

A life policy had been taken out with the organiza- 
tion when the insured, Thomas Stevens, was about one 
year old. It was for five hundred dollars. His mother 
was designated the beneficiary. Under the regulations 
of the organization a minor insured was required to 
transfer from the junior to the adult group at the age 
of sixteen. In accordance with this regulation, Stevens 
made an application for such a transfer. He received 
the new policy in July, 1946, the face amount being 
two thousand dollars and his mother still the benefi- 
ciary. He died on November 2, 1946. In the application 
he was required to answer certain questions as to his 
health and treatment by a physician. After his death 
the beneficiary filed claim for the two thousand dollars 
but the organization refused payment. It admitted 
liability for the five hundred dollars but contended that 
the insured’s answers in the application for the trans- 
fer were false and fraudulent, thus constituting a 
breach of warranty and voiding the policy. The bene- 
ficiary brought suit and the jury rendered judgment 
for two thousand dollars. The organization (defen- 
dant) appealed and the Arizona Supreme Court found 
that some of the answers in the application constituted 
legal fraud. The next question was whether the insured 
was bound by his warranties since he was a minor. In 
finding that he was so bound, the Supreme Court said: 


“We have considered the cases cited by plaintiff in 
support of her position that a minor is not bound by 
his warranties and found that the specific question 
Was involved only in the cases of O’Rourke vs. John 
Hancock Mut. Life Ins. Co., 50 Atl. 834, and Keenan 
vs. John Hancock Mut. Life Ins. Co. of Boston, 146 
Atl. 401, both of which are Rhode Island cases. We 
are not impressed with the soundness of these decisions 
and refuse to follow them. It appears to us that if a 
minor makes express warranties in a contract upon 
which the other contracting party relies and which 
materially affect the acceptance of the risk or the 
hazard assumed by it if the minor attempts to enforce 
the contract he must stand upon it in its entirety and 
is in no better position than an adult would be under 
Similar circumstances. The law relating to the en- 
forceability of contracts with minors has been evolved 


for his protection and not as an instrument through 
which he may defraud others. 

“The other cases cited by plaintiff on this point are 
all cases where actions have been brought against 
minors and are to the effect that a minor is not bound 
by his contract and may repudiate it at any time during 
minority but if he does not do so he will he required 
to perform according to the terms thereof unless he 
repudiates the same with a reasonable time after reach- 
ing his majority.” 

Thus we see that one of the exceptions to the gen- 
eral rule occurs where the minor tries to use the law 
as an instrumentality to defraud others. 


Hospital Benefits Construed 


HE defendant issued a health and accident policy 

to the plaintiff with a rider extending the benefits to 
include additional hospital, medical and surgical ex- 
penses. These benefits were “subject to all other con- 
ditions and provisions of the policy contract.” One of 
the provisions of the policy under the heading “con- 
ditions not covered” provided: “No benefits shall be 
payable in event of * * * disability caused by, con- 
tributed to, or affecting organs not common to both 
sexes.” 

While the policy was in force, the plaintiff under- 
went an abdominal operation which was explained 
medically as “a supracervical hysterectomy, meaning 
removal of the uterus,” in which a benign fibroid tumor 
had developed. At the same time the surgeon also 
excised “a number of parovarian cysts.” 

It was undisputed that the cause of fibroid tumors 
was unknown and that they “affect organs of both 
sexes.” 

The carrier took the position that the disability 
experienced by the insured was not covered under the 
policy provision because it affected an organ not com- 
mon to both sexes. 

The insured brought suit and the trial court found 
in her favor. On appeal, however, the judgment in her 
favor was reversed. The appellate court construed the 
policy in the following manner: 

“The material and relevant words of the quoted 
provision of the policy read as follows: 

“‘*No benefits shall be payable in the event of * * * 
disability caused by, contributed to, or affecting organs 
not common to both sexes.’ 

“Applying elementary school grammar to this lan- 
guage, it is obvious that the object of the preposition 
‘of’ is ‘disability’; that it is modified by one of three 
alternative participle phrases: 

(1) ‘caused by’ (organs not common to both sexes), 
or 

“(2) ‘contributed to’ (organs not common to both 
sexes), or 

“(3) ‘affecting organs not common to both sexes’; 
that the operative word is- ‘disability,’ which, in this 
case, the evidence shows was caused by a fibroid tumor ; 
hence neither phrases 1 or 2 are relevant as modifying 
the prepositional object disability,’ but, in this case, 
3 is, as it affected the uterus. In other words, the 
operation was made necessary by the disability caused 
by the tumor on the uterus, an organ not common to 
both sexes. 

“To illustrate, a man thus insured might have a 
fibroid tumor on the prostate, an organ not common to 
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both sexes, thus causing his disability requiring opera- 
tive surgery, and this clause of the policy would pre- 
clude his recovery under it. 

“This provision of the contract distinguishes it from 
contracts which exclude diseases that affect organs not 
common to both sexes. This being the contract the 
parties made, the plaintiff cannot recover and the judg- 
ment for her was error; it will be reversed and final 
judgment entered for the defendant.” 

This opinion, however, was not unanimous. The dis- 
senting judge felt that: 

“In the instant case, the fibroid tumor menaced plain- 
tiff’s general health and the normal function of the 
body. This disability resulted from or was caused by 
a disease common to both sexes and not from a dis- 
ability exclusively resulting from a disease of the 
uterus. * * * 

“It appears to follow that a disease affecting the 
uterus which is not peculiar to that organ and which 
man affect other organs of the body, both male and 
female, is not within the exclusion clause. 

“In general, the same rules of construction apply 
to the terms and provisions of an insurance policy as 
apply to other contracts. However, when exceptions or 
conditions are incorporated in a policy of insurance 
limiting liability and are drawn in uncertain or am- 
biguous terms ‘fairly susceptible of two or more 
different but sensible and reasonable constructions, 
the one will be adopted which, if consistent with the 


objects of the insurance, is most favorable to the 
insured.” 

(Crisman v. Fidelity Health & Accident Mutual Insur- 
ance Co., Ohio Court of Appeals, December 16, 1949.) 
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